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PREFACE. 


In the Préfacé to my “ History and Principles of 
Banking î? I mode tîie folio wing rémarks 
“ Banking is both an art and a science* As an 
art it is a brandi of trade mtimately connected with 
every mairis business; as a science, it for ms an im¬ 
portant portion of political economy. The knowledge 
of bankmg as an art, is acquired like that of other 
arts, by serving an apprenticeship, or engaging prac- 
tically in its operations, The knowledge of bahking 
as a science may be acquired,, like that of other 
sciences, by reading, observation, and reflecfion. 
Thèse two branches of knowledge do not always 
accompany each other. Sonie, who are practically 
engagèd in banking, do not study its principles ; 
while those who hâve written upon its principles hâve 
for the most part been political economists and States- 
înen, who were unacquainted with its practical details. 
This publication will, perliaps, be thought worthy of 
some degree of attention, upon the ground that it 
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professes to be a scientific work, written by a prac- 
tical man.” 

The présent work professes to treat of banking as 
an art. Art is the application of knowledge to a prac- 
tical end. # The practical end of banking, as of ail 
other trades and professions, is to get nioney. This 
book treats. of the means by which that end is ob- 
tained—points ont the rides to be followed, and the 
errors to be avoidcd—shows how these rides are 
applied by various banking institutions, and in dif¬ 
ferent districts of the United Kingdom—exhibits the 
qualifications necessary to the party by whom these 
rules are administered—and describes those moral 
virtuës which are as indispensable as professional 
knowledge to the attainment of success. 

It niay be snpposed, that in discussing the “ effects 
of the Act of 1844,” and “ the Laws of the Currency,” 
I hâve wandered beyond the limita of practical bank¬ 
ing. But these matters are viewed only in their 
practical resuîts. The principles of banking are dé¬ 
ductions front facts. The science of banking is a 
collection of these principles. It is of importance to 
hâve a correct notion of the nature of this science. In 
the physical sciences, as in chemistry and elcctricity, we 
often discover a principle, and then apply it to a prac¬ 
tical end. But in banking, and in politicaî economy, 
generally, we first collect our facts, and then ascend 
from facts to principles. Hence, books in which are 
described the practical operations of banking, and 

* Sir John HcrsehelL 
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the actual results of legislative enactments, fumish 
the materials which. enable us to arrive at sound 
principles. 

There are several classes of persons to whom I 
think tins book may be more partieularly useful. 

The first class mcludes tliose public men who hâve 
occasion to write or to speak upou our banking insti¬ 
tutions. S tâtes mon, authors, and reviewers, liowever 
correct may be tlieir knowledge of banking as a 
science, often fall into mistakes wlien they attempt to 
describe its practical operations. Although it must be 
adrnitted that the principles of banking may be well 
understood without any acquain tance with details, y et 
it is equally true that if a publie man hâve acquired a 
competent degrce of practical information, his opinions 
will carry greater weight, and lie will be less liabîe to 
fall into erroneous conclusions. They, especially, who 
are dcsirous of altering the constitution of onr bank¬ 
ing establishments, should be anxious not to weaken 
the force of their recommendations by making mis- 
statements as to matters of fact. The public hâve 
a right to expect that they who attempt to improve a 
System should be well acquainted with the System 
they attempt to improve. 

The second class are those who are practically 
engaged in banking operations. Those directors of 
onr joint-stock banks, who may hâve been appointed 
chiefly on account of their liigh character and local 
influence, may dérivé from this work some practical 
information, which will assist them in the discharge 






subordinate stations in our banking establishments, 
jnay liere acquire those enlarged views that will qualify 
them for higlicr appointments. One object of the 
work is to aid the formation of good practical bankers. 
Kven to expcrienced bankers, books on banking arc 
useful, not only from the information they impart, but 
trom the impressions they produce, and the recol- 
lèctions they awaken. In banking, as in morals, we 
often go astray, more from want of firmness than from 
want of knowledge. We hâve ail need to bc reminded 
of the importance of a steady adhérence to soünd prin- 
ciples. And the more freqnently the right patii is 


The shareholders in joint-stock banks are a class 
to whom the subject must bc of the deepest interest. 
Upon the wise administration of their respective banks 


safety of their capital. This boolc professes to show 
in what way this wise administration may bé securcd, 
Shareholders may here learn how to jndge of the 
conduct of their directors, and (what is of no less 
importance) how to regulate their own. 

To ail persons who “ keep bankers ” ît must bc 
useful to know by what rules bankers inanage their 
business. They will thus be abîe to conduct their 
account so as to give satisfaction to their banker. 
And they will be able to jndge how far lie may be 
disposed to grant them such assistance as they may 
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occasion&Uy require. A large number of persons, 
espeeially in London, hâve not yet discovered the 
advantage of keeping a banker. They imagine that 
banks are mcrely places in which the opulent deposit 
their superfiuous riches. Tlie perusal of this work 
will be sufficient to show that the advantages of 
banking are not confined to the wealthy. 

I do not know that T can promise much amuse¬ 
ment, except to those who tind amusement in the 
pursuit of knowledge, Banking is considered a dry 
subjeet. So are ail subjects until they are under- 
stood. I think I may say, tliat neither in the matter 
nor in the style will my readers find anything here 
which they cannot understand. They who wish only 
for 3uch a general acquaintance with banking as in 
the présent day every man of éducation is expected to 
possess, may read the first volume, omitting the third, 
tifth, twelfth, thirteenth, and fourteenth sections. 
They may then consult their own taste as to whether 
they will read any other portions of the work. Should 
they do no more than this, they will obtain as much 
knowledge of practical banking as they will probably 
require for the purposes of general society, even in 
the company of bankers. 

This book is designed to be uscful to the public at 
large, by eirculating that kind of information which, as 
it becomes more widely diffused, will tend to prevent 
a récurrence of those evils that hâve in too manv 
instances resulted from the bad administration of 
some of oui* banking institutions, To give usefuî 
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information to the public lias been the aim of this 
and of ail my other Works. Wlien this book first 
appeared, there existed no otlier publication that 
described in detail the interior operations of a bank. 
I ain happy to say, that since that period several 
valuable Works of a similar kind hâve bcen published. 
And we are now presented monthly, in the Bunkers’ 
Magazine, with excellent articles on practical banldng, 
writtcn chiefly by practical bank ers. 

The first édition of this work was published in 
May, 1827; the second in January, 1828; the third 
in December, 1834 ; and the fourth in October, 183G. 
In the beginning of the year 1847, I determincd to 
publish a new édition ; but bcfore I had prepared it 
for publication the pressure came, and Parliamentary 
Committees were appointed to inquire into the causes 
of the distress. My position requircd that I sliould 
make myself acquainted with the evidence given before 
those committees. I wrote ont my refiections on 
some portions of tins evidence, and hâve embodied 
them in the présent work. Hence one cause of the 
incrcased size of the book, and of the delay which has 
attended its publication. This édition has the advan- 
tage of an elaborate Index, the uses of which are 
pointed ont in the last section of the second volume. 

I hâve been so long known as a writer on banking, 
and my writings hâve met with so much acceptance, 
that it is not necessary I should enumerate any daims 
I may be supposed to hâve on public attention. But 
there is one daim that gathers strength by time— 
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that is, expérience. And in publishing a new édition 
of a practicaî work, it may not be inappropriate to 
state, that it is now upwards of thirty-sïx ycars since 
I first engaged in the business of banking, and I hâve 
been above twenty-two years a Manager. I am 
thankful to acknowledge, that during tliose twenty- 
two years 1 hâve not had one unsuccessful year. 


London, 

Julÿ m, 1849. 


J. W. G. 
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BANKING. 


Part T.— O F PRACTICAL BANKING. 


> SECTION I. 

TIIE NATURE QE BANKING. 

MVhat is it that we call a Banker? There is in tliis 
city a company or corporation, calicd goldsmiths, and 
most of tliose calicd bankers are of that corporation; but 
so far as I know, there is not a company or corporation in 
En gland calicd bankers, nor lias the business any défi¬ 
nition or description either by common law or by statu te. 
B y custom we call a man a banker who bas an open shop, 
with proper counters, servants* and books* for receiving 
otber pcopiées money, in order to keep it safe, and return 
it upon demand ; and when any man bas opened such a 
shop, we call him a banker, without inqnirmg whether 
any man bas given bim money to keep or no ; for f iris is 
a trade wliere no apprenticeship is required, it ha vin g 
ne ver y et bcen supposed that a man who sets up the trade 
of banking, could be sued upon the statut© of Qneen 
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Elizabeth, which enacts, that noue shali use any art or 
mysteiy tlien used, but sueh as hâve served an apprentice- 
sliip in the same/** 

The term Bank is derived from banco, tlie Italian word 
for Bench, as the Lombard Jews in Italy kept benches in 
thc market-place, where thcy exchanged money and bills. 
Whcn a banker failed, his bench was broken by the 

populace; and from this cireumstauce we hâve our term 
bank-rupt, 

À banker is a dealer in capital, or more properly a 
dealer in money. Ho is an intermediate party between 
tlie borrower and the lender. Ile horreurs of one party, 
and lends to anofher; and the différence between the 
terms at which he borrows and those at winch he lends, 
foi ms the source of his profit, By tliis means he draws 
into active operation those small surns of money winch 
were previously improductive in the hands of private incli- 
viduals ; and at the same time furnishes accommodation 
to those wlio hâve need of additional capital to carry on 
their commercial transactions. 

Banks hâve been divided into private and public. À 
private bank is that in which there are but few partners, 
and these attend personally to its management. A publie 
bank is that in which there are numerous partners, and 
they elect from their own body a certain number, who are 
entrusted with its management. The latter are usually 
called Joint-stock banks. 

The business of banldng consista chiefiy in receiving 
deposits of money, upon which interest may or may not 
he allowcd;—in making advances of money, prineipally 
in the way of diseounting bills;—and in cffectïng the 
transmission of money from one place to another. Private 

* Speech, delivered in tlie House of Gommons, iu 1740.—See ibe 
London Magasiné for tliat y cm', page 120 . 
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banks in metropolitan cities are usually the agents of the 
banks in the provinces, and charge a commission on their 
transactions. In making payaient s many country banks 
issue their own notes. 

The disposable means of a bank consist of— First, the 
capital paid down b y the partners, or shareholders, Se- 
condly, the ainount of money lodged b y their customers. 
Thirdlyj the amount of notes they are able to keep out in 
circulation. Fourthly, the amount of money in the course 
of transmission—that is, money they hâve reeeived, and 
are to re-pay, in some distant place, at a future time. 

These disposable means are employéd—First, in dis- 
counting bills. Secondly, in advance of money in the 
form of cash crédits, loans, or overdrawn accounts. 
Thirdly, in the purchase of government or other secu- 
rities. Fonrthly, a part is kept in the banker 3 s till, to 
me et the current demands. Of these four ways of em- 
ploying the capital of a bank, three are productive, and 
one is improductive, The diseounting of bills yields 
interest—tlie loans, and the cash crédits, and the over¬ 
drawn accounts, yield inter est—the government securities 
yield inter est—the money in the till yields no inter est. 

The expenses of a bank may be classifïed thus s rent, 
taxes, and repairs of the house in which the business is 
carried on; salaries of the officers; stationer’s bill for 
bocks, paper, notes, stamps, &c. ; incident al expenses, as 
postages, co al s, &c. 

Tbe profits of a bank are that portion of its total 
receipts—including discount, inter est, dividends, and com¬ 
mission— 1 wilich exceeds the amount of the expenses. 


b 2 
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SECTION IL 


TIIE ÜTI1ITY OF BANKING. 


I.\ tlie first place, liants are useful as places of sëcurity 
for tlie depnsit of money. The cireum stance 'whioh gave 
rise to the business of banking in this country, iras a 
desire on tlie part of the mercliants of London to obtain 
a place where tliey miglit lorlge tbeir nioney in sëcurity. 
Evcry one ivho lias had the care of large sums of money, 
knows the anxiety which attends tlieir custody. A person 
m this case must either faite care of his money himself, 
or trust it to his servants. If lie takc care of it himself; 
he will often be put to inconvenicnce, and will hâve to 
deny himself liolidays and comforts, of which a man who 
is pussessed of much money would not likc to he deprived. 

Tl lie entrast it to others, he must dépend upon tlieir 
lionesty and their ability. And, altliough in inany im¬ 
portant cases a master is compelled to do tins, yet he does 
iiot feel the same satisfaction as if the money was aetually 
under his own care. Somc instances of neglcct, or of 
dishonesty, Avili necessarily occur, and tlicse will occasion 
suspicion in reference to otlier parties against whom no 
suspicion onglit to be entcrtained. Besicles, in botli thèse 
cases the money is lorlged under tlie owncr's own roof, 
tmd is subject to tliievcs, to fire, and to otlier contin- 
geneies, against wliich it is not always easy to guard. 

Ail these evils are obidated by means of banking. The 
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owner of money nccd neither take the charge of it him- 
selfj nor trust to bis dependents. Ile can place it in the 
lian cl s of bis bankers. Tliey are wealthy men, and arc 
responsibie to him for tbe amount, If thcy are robbed, 
it is no loss to kïm : tliey arc pledged to restore to him 
the amount of bis deposit when lie shall require it, 
Whenever lie wants money lie lias only to irrite an order, 
or draftj upon his banker, and the p ers on to wliom lie is 
indebted take s the draft to the tank, and without anv 
hésitation or dclay reçoives the money, 

2, The bankers allow interest for money placecl in their 
liands, 

By means of banking the varions small sums of money 
winch would liave remaincd unprod active in tlie liands of 
individuals, are collectée! into large amounts in the liands 
of the banker s, who employ it in granting facilities to 
trade and commerce, Th us banking inereases tbe pro¬ 
ductive capital of tbe nation, Àt the origin of banking, 
“ the new-fashioned bankers/ J as theyirere callcd, alloweiï 
a certain rate of interest for money plaeed in their hands, 
The banks of Scotland carry this practice to tbe greatest 
extentj as tliey receive upon interest so low an amount as 
ten pounds ; and also allow interest on tlie balance of a 
running accoimt, Many of the country bankers in England 
allow interest on the balance of a running accouut, and 
charge commission on the amount of the money witli- 
drawn, The London bankers generally do not allow interest 
on depositj but neither do tliey charge commission, Ail 
their profits are dérivéd from the use of their customciV 
money, The banks of Scotland do not charge commission, 
although tliey allow interest on deposits ; but then thosc 
banks bave a profit by the issue of their notes, The 
London bankers do not issue notes* 

3, Another advantage conferred upon society by bankers 
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is, that tlicy makc advances to persons who want to 
borrow money. Thcse advances are made—by discount- 
nig bills upon personal security—upon the joint security 
of the borrower, and two or three of bis friends—and 
s omet mies upon mortgagc. Persons engaged in trade and 
commerce are thus enabled to augment their capital,, and 
consequently their Health. The inerease of money in cir¬ 
culation, stimulâtes production. When bankers are com- 
pelled to withhold their usual accommodation, both the 
commercial and the agricultural interests are plmiged in 
extrême distress. The great advantage arising to a neigh- 
bourhood from the establishment of a bank, is derived 
mainly from the àdditional supplies of money advanced in 
the torm of loans, or discounts, to the inhabitants of tbe 
place. This priuciple is so well understood in Scotland, 
that branch banks are sometimes established in poor dis¬ 
tricts, with a view of obtaining a future profit from tbe 
prospérité winch the bank will introduce.* 

4. Àuother benefit derived from bankers is, that they 
transmit money from one part of the country to another. 

Tlicre is scarcely a person in business who lias not 
occasion sometimes to send money to a distant town. 
ilut how is this to be doue ? Hc cannot send a messenger 
with it on purpose—that would be too expensive. He 
cannot send it by post—that would he too hasardons, 
lîcsides, the sum may be somc fraction of a pound, and 
tlum it cannot go by post. The post, too, takes a con¬ 
sidérable tune, as three letters at least must pass ou the 
transaction. It he live in London he may obtain a bank 
post bill, but hc cannot ohtain that in the country : and 
he may not he able to ohtain it in London for the exact 
sum he want a. How then is the money to be sent ? 


* E'-iJenec beforc the Select Comraittee of the House of Commons, 
upon the Abolition of Simili hôtes, p. 43. 
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Every eoimtry banker opens au accoimt with a London 
banker* If, tlien, a person livcs at Penzance, and wants 
to send a sum of money to Aberdeen, be will pay tlie 
money into the Penzance bank, and bis inend will reçoive 
it of tlie Aberdeen bank* The whole transaction is tbis : 
the Penzance bank will direct tbeir agent in London to 
pay tlie money to tbe London agent of the Aberdeen 
bank, wbo will be duly ad vise d of tbe payaient. À s ni ail 
commission cbarged by tlie Penzance bank, and tbe post¬ 
age s, constitute ail tbe expenses incuircd, and tlierc is not 
tlie lcast risk of loss. 

Commercial travellers, wbo go collccting money,, dérivé 
grcat advantage frorn tlie banks. Instead of carrying 
with them, throughout tbe whole of tbeir journey, ail the 
money they bave received, wben perbaps it may bewanted 
at borne, they pay it into a bank, by whom it is remitted 
with tlie greatest security, and at little expense ; and tbey 
are tlrns delivered from an incumbrancc wdiich would bave 
occasioncd great care and anxïety. 

5. AV liere ver a bank is established, the public are able 
to obtain that dénomination of eurrency wliicb is best 
adapted for carrying on tbe commercial operations of tbe 
place. In a town which bas no bank, a person may bave 
occasion to use sma.il notes, and hâve none but large ones; 
and at other times he may bave need of large notes, and 
not be able to obtain them, But where a bank is esta- 
bbsbed tbere eau be no difïiculty of tbis kind, The banks 
issue that description of notes which tbe receivers may 
require, and are always ready to excbange tliem for otbers 
of a different dénomination. Banks, too, usually supply 
tbeir customers and tbe neigbbourbood witb silver ; and 
if, on tbe other hand, silver slioiüd be too abondant, tbe 
banks will reçoive it, either as a deposit, or in excbange 
for tbeir notes* ITence, where banks arc estabbsbed, it 
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15 easy to obtam change, This is very conyènient to those 
h] iu hâve to pay large sums in wages, or who purchase in 
small amounts tlie commodities in which they trade. 

0. By mcans of banking there is a great saving of time 
in making money transactions, 

How much longer time does it take to count ont a snm 
of money in pounds, shillings, and pence, than it does to 
write a draft. And how mnch less trouble is it to receive 
a draft in payment of a debt, and tlien to pay it into tbe 
bunker’s, than it is to receive a suin of money in eurrency. 
What inconveniences would arise from the necessity of 
iveighing sovereigns. What a loss of time from disputes 

as to the goodness or badness of partieular pièces of 
mouej. 

Besides the loss of time that must neeessarily occur on 
every transaction, we must also reekon tbe loss wliieh 
every merehant or tradesman, in an extensive line of busi¬ 
ness, would certainly sustain in the course of a ycar from 
receiving countcrfeit or déficient coin, or forged notes, 
from ail tins risk lie is exempt by keeping a banker. If 
lie reçoive payment of a debt, it is in the forai of a draft 
upon bis customer’s banker. He pays it into bis own 
banker 1 s, and n 0 coin or banlt notes pass through liis 
liands. If fie draws bills, those bills arc presented by 
his banker : and it bis banker take bad money it is bis 
own loss. 

' ■ A Merehant or tradesman who keeps a banker, saves 
the trouble and expense of presenting those bills or drafts 
wliicli he may draw upon liis customers, or whïcli lie may 
receive in exchange for his goods. He pays these into 
tlie hantls ot his banker, and lias no further trouble. He 
lias now no care about the custody of his bills-no anxiety 
about their being stolen—no danger of forgetting them 
until they are over-due, and tlius exonerating the in- 
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dorsers—no trouble of sending to a distance in order to 
demand payment. He lias notliing more to do than to 
see tlie amour* t entered to bis crédit in his hanter’s boots. 
If a bill be not paid it is brought baek to him on tlie day 
after it falls due, properly noted. The banker’s elerk and 
tlie notary’s elerk are witnesses ready to conie forward to 
prove tliat tbe bill bas been duly presented, and the 
notary’s ticket attached to tlie bill assigns tbe reason why 
it is not paid. Eut if anv indorser of tbe bill lias given 
a référencé in case of nced—tliat is, it any indorser bas 
written on tbe baek of tbe bill tliat some other party will 
pay it in case the accepter does not, then tbe notary 
takes tbe bill to tlie référée, and procures the moiicy from 
him. 

Tbis cire umstance alone mu si cause an imm ense saving 
of expense to a mercantile bouse in tbe course of a year. 
Lct us suppose tliat a merebant bas only two bills due 
eacb day. These bills may be payable in distant parts of 
tbe town, so tbat it may take a elerk half a day to présent 
them. And in large mercantile establishments it woiüd 
take up the wbole time of one or two clerks to présent 
tbe due bills and tlie drafts. The salaries of these clerks 
are tberefore saved by keeping an aecomit at a banker’s. 
Eesides tbe saving of expense, it is also reasonable to sup¬ 
pose tliat losses upon bills would sometimes occur from 
mistakes, or oversights—frorn mis calculation as to the 
lime a bill would beeomc due—from errors in marking it 
T1 p__f rom forgetfulness to présent it—or from presenting 
it at tlie wrong bouse. In tbese cases tbe indorsers and 
tbe drawers are exonerated ; and if tbe accepter do not 
pay tbe bill tbe amount is lost. In a banking-liouse sucb 
mistakes are not so likely to occur, thougb they do oceur 
sometimes ; but the loss falls upon the hanter, and not 
upon his eustorner. 
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8. Another ad vaut âge from keeping a banker in Lon- 
clon ’ is > that fa y tlùs means you hâve a continuai refcree 
as to your respeetabiiity. If a mercantile house in tlie 
country Write to their agent, to ascertain the respeetabiiity 
of a firm in London, tlie first inquiry is, Who is tlieir 
banker? And when tliis is ascertained, the baulter is 
applied to throngk tlie proper cbannel, and he gives bis 
testimony as to the respeetabiiity of liis customcr. Wben 
a trader gives bis bill, it circulâtes tlirougb tbe hands of 
many individuals to whom be is personally unknown ; but 
if the bill is made payable at a banking-bouse, it bears on 
its face a rcference to a party to wbom the accepter is 
known, and who must bave some knowledge of bis charac- 
ter as a tradesman. This may be an immense advantage 
to a man in business, as a means of increasing bis crédit j 
and crédit, Dr. Franklin says, is money, 

9. The keeping an account at a banking-bouse, enables 
a trader not only to give a constant reference as to bis 
oun respeetabiiity, but it also enables liim to aseertain 
the respeetabibty of other persons who keep bankers. 
ibeie are numerous cases in wbîcb a trader may wisli to 
know this. A stranger may bring bim a bill, and want 
goods in excbange : or be may hâve drawn a bill upon a 
eustomer, and wishes to aseertain if tins bill would be 
paid before be gave him any fnrther crédit. If this bill is 
not made payable at a banking-bouse, he can obtain no 
information. But suppose tlie bill is made payable at a 
banking-bouse ; oven then lie can obtain no information, 
mil es s he himself lias a banker. If be take the bill to tbe 
banker’s, at whose house it is made payable, and say, 
f Gentlemen, I will tbank you to inform me if tlie accepter 
ol this bill be a respectable man——blay I safely give goods 
or money in excbange for it ?” They will reply, “ Sir, we 
never answer such questions to étrangers.” But if tbe 
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holder of tbis bill keeps an account at a banker’s, he lias 
only to ask his banker tu make tlie inquiry for him, and 
he will easily oh tain the most ample information. Among 
ncarly ail tlie bankers in London, tlie practice is esta- 
blished uf giving information to eacli otlier as to the 
réspectability of tlieir customers. For as the bankers 
themsclves are the greatest discounters of bills, it is thcir 
interest to follow tbis practice; and indeed the interest 
of tlieir customers also, of those at least who are re¬ 
spectable. 

10. By means of banking, pcople are able to préservé an 
autlicntic record of tlieir anuual expenditure. If a person 
pays into his banker ail the money lie receives in the 
course of a year, and makes ail his payments by chèques— 
tlien by looking over bis bank-book at the end of the 
year he will readily see the total amount of his receipts, 
aud the varions items of his expenditure. Tbis is very 
useful to persons who hâve not habits of business, and 
•who may tlierefore be in danger of living beyond their 
means. It is useless to advise sueli persons to keep an 
account of their expenses—they will do no such tliing ; 
but when short of money at Christmas to pay their trades- 
men’s bills, they may takc the trouble of looking over 
their bauk-book, and uotïcing how many chèques were 
drawn for the purchase of unnecessaiy articles. A bank 
account is usefiü also in case of disput ed payments. Pcople 
do not always take reccipts for money they pay to their 
tradesmen, and whgn they do the receipts may become 
lost or mi s laid. In case of deatli or of omission to enter 
the amount in the créditons books, the money may be 
demande d a gain. Should the pay ment hâve heen made 
in bank notes or sovereigns, the payer can offer no legal 
proof of having settled tlie account ; hut if the account 
wüs discliar g ed by a elicque ou a banker, tlie chèque can 
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be P roduced > and tlie payment proved by the officers of 
ilic bank, who ean be subpœnaed for that purposo. 

11. Anotber advantage resulting from keepiùg a banker 
m London ’ is > that tllc party lias a sccure place of deposit 
for any decds, papcrs, or otlicr property tliat may require 
peculiar carc. Any customer who plcases may hâve a tin 
tioxj which be may leave with bis banker in the evening, 
and call for it in tlie rnoming. In tbis box be migbt 
place lus mil, tbc lease of bis bouse, policics of insu rance, 
oi any other documents lie wished to preserve against fire. 
Stock-brokers and otliers who bave offices in the city, and 
bye out of town, hâve such boxes, whicb they leave over- 
night with their banker for the sake of security, in préfér¬ 
ence to leaving them in their own office. If a party were 
gomg to the country he might send his plate or jewellery 
to his banker, who will lock it np m his strong room, 
and thus it will be preserved from fire and thieves until 
his icturn. Solicitors anclothers, who Iiave deeds or other 
writings of importance left in their eustody, can send 

them to the bank during the night, and thus avoid tlie 
danger of fire. 

3S ’ By kce ping a banlcer, people hâve a ready ehannel 
of obtaining much information that will be useful to them 
m the way of their business. They will know the way in 
winch bankers keep their accounts; they will leara many 
of the laws and eustoms relating to bills of exchange. By 
asking the banker, or any of the clerks, they may know 
winch is the readiest way of remitting any money tlicy 
luave to send to any part of the country or to the con¬ 
tinent. If they bave to buy or sell any stock in tlie 
public funds, tlie banker can givc them the name of a 
respectable broker who can manage the business; or 
sliould they be about to travel, and wish to know the best 
way of rcceiving money abrpad ; or be appointed executors 
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to a willj and hâve to settle sonie money matters—the 
banker will in thèse, and rnany other cases, bc able to 
givc them thc necessary information. 

13* Banking also exercises a power fui influence upon 
the morals of society. It tends to produce honesty and 
punctuality in pecuniary engagements* Bank ers, for their 
own in ter est, always bave a regard to the moral character 
of the party with whom they de al ; they in quire whether 
hc be lion est or tricky, industrious or idle, prudent or 
spéculative, thrifty or prpdigal, and tliey mil more readily 
make advances to a mari of modérâte property and good 
morals, tlian to a man of large property but of inferior 
réputation. Thus the establishment of a bank in anv 
place immedîately advances the pecuniary value of a good 
moral character* There are numerous instances of per- 
sons having arisen from obscurity to wealth only by means 
of their moral character, and the confidence which that 
character produced in the mind of their banker. ït is 
not merely by way of loan or discount that a banker 
serves such a per son. He also speaks well of liim to those 
persons wlio mav make inquiries respecting liim : and the 
banker’s good opinion will be the means of procuring him 
a higher degrcc of crédit with tlie parties with whom lie 
trades* These clfects are easily perceivable in conntry 
towns ; and even iu London if a house be known f o hâve 
engaged in gambling or smuggling transactions, or in any 
other way to hâve acted discreditably, their bills will bc 
taken by the bankers less readily than those of an honour- 
able house of inferior property* 

It is thus that bankers perforai the fonctions of public 
cbnservators of thc commercial virtues. From motives of 
private interest they encourage the mdustxious, the pru¬ 
dent, the punctual, and the lionest—■while they discoun- 
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tenance tbe spcndtbrift aucl the gambler, tlie liar and thc 
knave. They bold ont inducements to nprigbtness, wbicb 
arc not disregai-dcd by cven tbc most abandoned. Tbere 
is many a man who would be deterred from disbonesty 
by tbe frown of a banker, tbougb be migbt care but little 
for the admonitions of a bisbop. 
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SECTION III» 


BANKING TERMS. 


Qaery I»—Is the word Bank a singular or a plural 
noun ? 

Tlie word B AN K, hein g a noun of multitude, may hâve 
verbs and pronouns agreeing with it in citlier the singular 
or the plural number, jet not without regard to the import 
of the term as conveying unity or plurality of idea. 
In the use of this term the following rules are usually 
observcd 

1. When any operation or feeling of the mind is 
ascribed to a bank, the verbs and pronouns are placed in 
the plural—as, “The bank were anximis to mcet the 
wishes of the public/* “ The bank hâve eoncun'ed in the 
measure proposed/* “Are you one of the persons who 
tried the question with the Bank of Ireland, whether they 
conceived themselves bound to pay in gold at their 
branches ? ^ “ The Bank of En gland petitioned against 

this billj and were heard by their Counsel ; but their repre- 
sentations produeed no effect, and the hill having passed 
through both Houses, received the Boy al assent/ 5 The 
following examples, wlierein mental operations arc as- 
cribed to a neuter pronoun, are violations of this rule ; 
“The bank alloivs the party having the cash crédit to 
liquidate any portion of liis deht to the bank at any time 
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that maj suit bis convenience, and reserves to itself tlic 
power of caneelling, whenever U shall Lhink fit , tlie crédit 
granted/* “ It is usual for the bank when it gives a cash 
crédit to keep a watchful eye over tlie per s on liaving tliat 
casli crédit/* 

2, When a reference is made to a bank merely as an 
mstitktion, thc terni is considérai to belong to the sin- 
gular—as, “The Bank of Scotland continued tlie onlv 
bank from thc date of ils establishment, in 1695, to tlie 
year 1727* In that year a charter of incorporation was 
graiited to certain individuels named tlierein, for carrying 
on the business of banking, under the name of the Royal 
Bank; and subséquent charters were granted to this 
establishment, enlarging ils capital, which now amounts 
to one million and a half/* “ The National Bank of 
Scotland has 1,238 partners/* “ If this mcasure be carried 
into effeet, thc Provincial Bank rnust instantly be deprived 
of any suffîcicnt means of reimbursing itself for the licavy 
expense to which U has been subjeet/* “ Has your bank 
an J establishment at Kirkcudbright ?** “The Bank of 
England has the contrat of Us issues entirely within 
itself™ 

3, Wlien we notice the raies or habituai acts of a 
bank, the word belongs to the sïiigular—as, “ The Pro¬ 
vincial Bank aîlows interest at the rate of two per cent/* 
“ Tlie bank draios bills upon London at twenty-one days 
after date/* “Tlie bank discounts bills at the rate of four 
per cent/* “The bank issues notes payable in gold at 
the place of issue/ 1 “The London and Westminster 
grants interest upon deposits —U does not allovv Us officcrs 
to receive Christmas présents from Us eus t orner s/* In 
reference to cases that fall under this rule, there is, how- 
ever, sonie contrariety of practice " Do the Provincial 
Bank issue post bills ? They do not/* “ Hâve tlie Bank 
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of Ireland at tkeir b ranch in Cork been in the habit of 
receiving gold to any amount in payments ? n ff Hâve the 
Bank of Ireland any deposits at tlic Cork brandi ? Do 
y ou luiow liow tkeir notes get into circulation? Do they 
pay any inter est on tkeir deposits ? They hâve a grcat 
quantity of notes in circulation —hâve they not 

4. When the word bank is connected with a past par¬ 
ti eiple by means of the neuter verb to it usually 
belongs to the singular—as*“ I am a direct or of the Bank 
of Scotland* which is established by Act of Parliament ; 
it does not hold a charter from the Crown; but in common 
language it is caüed a chartered bank." “ Suppose a bank 
was enabled to take 6 per cent, on a cash crédit* instead 
of 4” “The Falkirk Union Banking Company km 
been retumed to this house, as sequestrated in the month 
of October* 1816." “À new bank was constituiez as a 
fundj upon whicli tlie sum of 2*564*000/. should be 
and ii toas called the Land Bank* bec anse 
land seeuritieSp” 

5* When the word bank is preceded by 
article* a* an —by the démonstrative pronoun* 
or by the words eaeh, any * every > one ~it 
singular ; as* " Do yon not think that a bank 
sessed of a capital of one million* may and will do 
business than a bank that is only possessed of half a 
million ?" “In a moment of pressure* an emergency like 
the présent* that bank would get into great disrepute who 
called up any one of Us cash crédits." “ What is the 
amount of the amall note circulation in that bank* as con¬ 
nected with its whole circulation ? " “ Each bank has an 
interest to issue as mueh of the small note circulatitSn75s^^ tv 
it can ?—Certainly it has * provided the small nefes ban be 
kept out; bnt* as every bank makes an exphange at 
Glasgow twice every week* and the exclianges ef each 
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bank comc back upon itself, and tbe balance is paid by a 
draft on Edinburgb at sigbt/* &c* f C I belleve almost every 
bank in Scotland lias an agent in Glasgow” " Suppose 
one bank in Scotland rnadc its notes payable in Scotland, 
at tlie place wbeie tbe notes were issued/ 5 “Is tbere any 
bank in Cork now tbat issues notes ? 53 

G. Wlien tbe word bank is introduccd in citlicr tlie 
singnlar or tlie plural nuniber, tbe sanie numbcr should 
be preserved throngbout the sentence, H once, tlie follow- 
ing sentence of S mollettes is inacenrate : a By tlie sanie 
acts the bank ions requîred to advanee a snm not exceed- 
ing 2,500,000/, towards discharging tbe national debt, if 
wantedj on condition tbat they shonld hâve 51, per cent* 
for as inucli as they inigbt advance, redcemed by Par- 
liament/ 5 

7. Whcn the word bank is used in tlie singnlar number, 
it is considered as a snbstantive of tbe neuter gender, and 
hence is associated with tlie relative pronoun, which ; but 
wben used in tlie plural nrnnber, it implies the idea of 
per sons j and lias accordingly tlie personal relative, who ; 
asj ff Tlie bank with which ke kept bis acconnt has stopped 
payment or, a The bank with wkom he kept Ms acconnt 
hâve stopped payment/ 5 * f Tlic bank, whose inter ests arc 
affected by tbe proposed ineasure, hâve petitioned against 
it.” f< The bank upon wkom tlie chèque was drawn hâve 
refused to honour it.” The following sentence is not in 
accordance with this rule : ff In a moment of pressure, an 
emergeney like tbe présent, tbat bank would get into great 
disrepute who callcd up any of Us cash crédits/ 5 

I bave not observed tbat any English writer, except 
Mr. M/Culloch, considered a bank to be a lady; and this 
is only in the case of an Irish bank* Under tbe article 
“ Banking/ 5 in bis Commercial Dictionary, lie says, <f Tlie 
Bank of Ireland draws on London, at twenty days 5 date. 
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Bhe neither grants cash crédits, nor allons any interest on 
deposits; she discounts at the rate of 5/. per cent/ 5 
This mode of expression is, however, very eommon with 
American wr itéra.* 

II. Shonld ive write accepter or accepter of a bill of 
exchange ? The name of the agent to any verb is usually 
fbrmed, in our language, hy tlie addition of r or er to the 
verb ; as, indorser, talker, walker, speaker. What rcason, 
theiij can he assigned why, in the présent case* we shonld 
départ from the analogy of the language ? We do not 
say, the dràwor, the holdor, the paj^or of a bill , why then 
shonld we say the acceptor? Wben we speak ol the 
accepter of a bill, why shonld we not spcll the word in the 
same way as when w r e speak of tlie accepter of a présent, 
or of a fee ? Yet ail our Englisli legal anthors write, 
acceptor : Ci À person who accepta for honour, is only 
liablc if the original drawee do not pay ; and to charge 
such acceptor j there must he a présentaient for pay ment 
to such original drawee/'— Bayley. ff A foreign hill is 
binding in this conntry on tlie acceptor , tliough he 
accepted by paroi, or hy writing nnconnected with the 
instrument/ 5 — Chitty. “ Where the acceptor of a forged 
hill pays it, and is guilty of any négligence, or want of 
due caution in niaking sucli pay ment, lie cannot recovcr 
tlie raoney so paid, from tlie innocent party to whom 
he paid it/ J — Moscoe. Scotch anthors, however, write 
accepter. fC An English inland bill lias gcnerally three 
parties to it—the drawer, accepter , and payée; whercas, 
in Scotland, most of the inland bilis hâve, at first, but 
tw r o parties, tlie drawer and the accepter ; and tliey are 
made payable to the drawer or liis order/ 5 1 

* It. lias now beeome more eommon with English writers, especially 
with référencé to tlie Bank of Englau.il. 1S49. 

f See Glcii ou tlie Law of Bilb of Exchauge in Scotland. 

C 2 
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III. Should we write indorse or endorse? Indorse is 
derivcd direct from the Latin, in dorsum, on the back. 
Endorse is derived from the Latin, through the Freneh, 
endosser. In sneh cases, most writer» adopt the Latin 
mode of spelling, in prcference to the Freneh, as indorse, 
inquire, intire; not endorse, enquire; entire. Ali legal 
authors write indorse. “ A promise to indorse , though on 
suffieient considération, cannot be treated as an actnal 
indorsement.”—Bayley , “The liability of the indorser is 
discharged by want of notice, as in the case of the 
drawer.”— Roscoe. “À person who draws or indorses a 
bill, or indorses a note for the accommodation of the 
accepter or maker, or payee, or prior indorsers, has, on 
paying the instrument, a remedy over thereon against the 
accepter or maker, or prior party.”— Chitty. “A drawer 
or indorser cannot, in the character of indorsee , maintain 
an action against the accepter, where the indorsement is 
after the refiisal of payaient.”— Glen. 

IV. Should we say indorsement or indorsation? In 
England we always use the word indorsement. “ No par- 
ticular words are essential to an indorsement; the mere 

signature of the indorser is, in general, suffieient.”_ 

Bayley. “ The indorsement may bc upon the face, or at 
the hack of the bill.”— Chitty. “An attesting witness to 
an indorsement is necessary, when the bill is for a less sum 
than 51.” — Chitty. In Scotland the term more generally 
used is indorsation. “ If a bill or note be granted to a 
woman while single, and. she afterwards marry, the right 
to transfer it hy indorsation would vest in the hnshand.” 
“ After a bill has been paid no indorsation can take place, 
so as to affect the accepter, or any of the parties who 
would otherwise be discharged.”— Glen. The word in¬ 
dorsement is also nsed in Scotland, though more rarelv. 
Both words appear to hâve precisely the same meaning. 
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a An indorsation is made, either b y the indorser’s writing, 
anrl subscribing an order to pay the contents of the bill 
to some particular pcrson mentioned by naine, whieh is 
style d a fuü mdorsemmt, or by merci y signing his naine 
on the bill, and delivering it to the indorsee, or person to 
wliom it is indorsed, whieh is termed a b ta nk indorsationP 
— Glen. ff À fictitious indorsement to a bül is forgery ; 
sucli indorsation is clcarly giving it a^ false crédit/*— Glen. 

V, Should we say the présentaient or the présentation of 

a bill of ex change ? Ail writers agréé in using présent- 
ment. ff If upon the présentaient of the bill for accept¬ 
ance to the drawee, lie refuse or negîect to accept it, the 
drawer is immediately responsable to the holder, although 
the bill bas not b c corne due ac cor clin g to its ténor 
Ghitty , ** If the bill be payable aftcr sight, and the 

drawee detain it sonie days without declaring liis intention 
to accept, and afterwards incline to do so, the acceptance 
must be from the date of the first presentment P — Glen, 
u Présentaient for payment must be made by the holder of 
the bill, or by an agent competent to give a legal receipt 
for the mono j P — Glen, “ Upon a presentment for accept¬ 
ance, the bill should be left with the drawee twcnty-four 
hours, unless in the intérim he either accept, or déclaré a 
resolution not to accept. But a bill or note must not be 
left (unless it be paid) on a presentment for payment ; if 
it bc, the presentment is not considéréd as made, until the 
money is ealled for P—Bayley, 

VI. Should we Write draught or draft ? This word is 
dérivé d from the verb to draw 7 and probably was originally 
written and pronounced drawght, But custom, which is 
the law of language, bas changed both the pronunciation 
and the spelling to draft. ïn the former éditions of this 
work, I mentioned that Mr. Justice Bayley had always 
spelled this word draught ; but in a recent édition of his 
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ivork, since published, I find that draught has bcen 
ehanged to draft. 

VIT. Should we write check or chèque? This word is 
derived from the French, echecs, chess . The chequers 
placée! at tlie doors of public-lions es, are intended to 
represent chess-boards, and originally denoted that the 
game of ehess was played in those houses. Similar tables 
were employé d in reckoning money, and II eue e came tlie 
expression-—to check an account \ and the Government 
Office, where the public accounts were kept, was called the 
Exchequer, It probably obtaincd tins naine from fhe 
French échiquier , a chess-board, though Blackstone states 
that tins court was called tlie exchequer, from the 
chequered cloth which covercd the table, Of the two 
forma of writing this word, check and chèque , the latter 
seems préférable, as it is free from amhiguity, and is 
analogous to ex-CHEqtjeh, the public treasnry* It is aîso 
used by the B ank of England, ff Ckeque-Oefîck” In 
Bayley botli forms are empîoyed* ££ À chèque upon a 
tanker was lost, and paid to a stranger the day before U 
bore date ; the banker was oblîged to repay the money to 
the loser.” ££ B y the usage of trade, a banker in London 
will not rentier himself responsible by retaining a check 
drawn on him, provided hc return it at any time before 
five o'elock on the evening of the day in which it was 
drawn*” 
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SECTION IV. 


THE GENERAL ADMINISTRATION OP A BANK. 


To be a good banker requires some intcllectual and 
some moral qualifications. À banker need not be a man 
of talent, but lie sbould be a man of wisdom. Talent, in 
tlic sense in winch tbe Word is ordinarily used, implies a 
strong development of some one faculty of tbe mind. 
Wisdom implies tbe due proportion of ail tbe faeulties. 
A banker necd not be a poet or a philosopher—a man of 
science or of bterature—an orator or a statesman. Ile 
need not possess any one remai'kable quality by which be 
is distinguished from tlic rest of mankind. Ile will pos- 
sibly be a better banker without any of thèse distinctions. 
It is only necessary that he shonld possess a large portion 
of that praetîcal quality which is ealled eommon sense. 
Banking talent (using the word talent here in tbe sense 
of adaptation of character to any particular pursuit) 
consists more in tbe union of a nnnibcr of qualifies, not 
in themscives individually of a striking character, but 
rare onlv in tbeir combination in the same per s on. It is 
a mistake to suppose that banking is such a routine cm- 
ploymeut that it requires neitber knowledge nor skill. 
The number of banks that bave failed within tbe last fifty 
years ai’e sufficient to show that to be a good banker 
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requires qualitics as rare and as important as those which 
are nccessary to attain eminence in any other pur suit. 
The dealer in money exercises intellectual facnlties of a 
high order, and of great value to the community, His 
profession bas a powerfui bearing on the practical liappi- 
nés s of mankind, 

tc The philosophy which affects to teach us a contenipt of money, do es 
not run very deep ; for, indeed, it ought to be still more clear to the 
philosopher than it is to the ordinary mao, that there are few things in 
the world of greater importance. And so manifokl arc the bearings of 
money upon the lives and eliaracters of mankind, that an insight whieh 
sliould search ont the life of a man in his pecuiiiary relations, would 
pcnetrate into almost every crarniy of his nature. He who knows, like 
St + Paul, both how to spare and ïiow to abound, has a great knowledge ; 
for if we take account of ail the virtucs with w hieh money is mixed up“ 
honesty, justice, generosity, ckarity, frugality, forethought, self-sacrifice, 
—and of their corrélative vices—it is a knowledge which goes near to 
eover the length and breadth of humanity: and a right measure and 
manuer in getting, saving, spending, giving, taking, iending, borrowing, 
and bequeatking, would almost argue a perfect m&n.”* 

Eut though wisdom—or, in other words, a higlx degree 
of common sense—does not imply the possession of any 
remarkable talent, (the nndue development of any onc 
faculty,) it always imphes the absence of any remarkable 
dcfect, One great defect in a banker is a want of deci¬ 
sion, À banker ought to know how to balance the évi¬ 
dence on eacb sidc of a question, and to arrive speedily 
at a just conclusion. 

Indccisivcncss wili bo, ceterü paribtis 3 most pornieious in affairs 
which recuire sccreey. Ist, Beoause the greatest aid to secrecy is cele- 
rity« 2nd, Beeause the undeeided man, seeking after varions coimsel, 
neccssarily multiplies confidences. The prétest for indceisiveness is 
commonly mature deliberation; but in rcality,-indeeisive men occupy 
themselvcs less in deliberation than other s ; for to him who fears to 
décidé, deliberation (which bas a foretaste of that fear) soon b écornes in- 
tolerably hksome, and the mind escapes from the anxiety of it into alien 
themes. Or, if that seems too open a dereliction of ils task, it gives 


* Taylor 3 s Notes on Life. 
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itself to inveuling reasons of postponement. And tlie man who lias cou- 
firmed habits of iiidecisiveness, will corne in traie to look npon postpone- 
ment as tlic first objcot iti ail cases, and whçrever it seems to be 
pracfcicable, will bond ail hîs facnltics to accomplish it/ s * 

Another defect is a want of firmness. Abanker kaving 
after a mature considération, made up bis rnind, shonld 
be capable of a strict adhérence to bis prenions déter¬ 
mination : he shonld know when to say, No ; and having 
once said No> be should adhéré to it* 

Anotlier defect is a basty or impetuous temper. 

“ He that answereth a rnatter beforc lie bearetli it, it is folly and 
shame unto hlm* 31 ,f He that is slow to wratii is of great understanding, 
but lie that is basty of apïrit exaltetk folly/ 1 cf A wise man will bear, 
and will încrease learning ; and a man of nnderstanding shall attain nnto 
wise connsels. ?ï f 

Another defect is tliat of being swayed by any personal 
or constitutional prepossèssion, Almost every man—no t 
excepting even the banker—bas a sin b y which be is rnost 
easily beset ; a constitutional defect^ against which it is 
necessary lie shonld be upon bis gnard. 

It is a grcat advantage to a banker, and indeed to every 
one elsüj to know himself. He skould know wherein 
he excelsj and wherein he is déficient, He ought to know 
whether be is disposed from his tempérament to be exccs- 
sivcly cautions^ or excessively lit)eral —whether bis man- 
ners are court cons or abrupt—whether he is apt to view 
matters on their gloomy or on their brigbt side—whether 
social intercourse renders hiA more or less fit for bis 
official engagements—whether the présents and civilities 
he receives from his customcrs do, or do notj affect his 
transactions with them in matters of business» When be 
bas made a losSj hc shonld examine whether the loss was 
occasioned by the ordinary operation of events^ or pro- 

* Taylor’s Statesmaru —I would advise ail baukers, and ail otber per- 
sons at the head of large establishments, to read tins liitle work. 

f Provcrbs of Solomon, 


26 


A FRACTXCAL TREATISE 


duced by any littlc weakncsses of his own character. He 
sbould record ail tliose instances in which he bas sbown a 
want of firmnessj of discrétion, of discrimination, or of 
persévérance ; and sbould guard in future against tbe ex¬ 
hibition of any similar defect : 

" Marij know thyself ; aXL wisdom centres there.” 

But av hile a banker sbould make himself acquainted 
with bis own dcfects, he ougbt not to let his customers 
hecome acquainted with them. Àll wise men know their 
own defects ; none but fools publish them. Crafty men, 
who often hâve occasion to borrow raoney, are quick 
in perceiving the weâknesses of their banker. And if 
tbey find that by coaxing, or flaftering, or gossiping, or 
bribing, or threateniug, they can influence bis eonduct, 
be will always be at their mercy. On tins account it is, 
perliaps, advisablc that a banker sbould not hâve too 
much social inter course with those of bis customcrs who 
bave occasion to ask him for any large amount of accom¬ 
modation. 

Wisdom implies prudence and discrétion, and these 
sbould regulate the whole conduct of a banker, not merely 
wben engaged in banking transactions, but at aU other 
times. We may apply to a banker tbe language we haye 
clsewbere applicd to a merchant : 

Cf The amusements of a mcrclmnt sbould correspond with his character. 
lie shonld never engage in those récréations which partake of the nature 
of gambling, and but scldom in tliose of a fri volons description. À judge 
Î 3 not always on the bencli, a clezgyman is not always in the pulpit, nor 
is a merchant always on 'change ; but each is expected at ail times to 
abstain from any amusements which are net consistent with his profes- 
sional character. The crédit of a merchant dépends not merely on his 
wealth, but also npon the opinion generally entertained of his personal 
qualifies ; and he shonld cultivât© a réputation for prudence and proprïety 
of conduet, as part of his stock in trade 

* Lectures on the History and Prhîbiples of Ânclent Commerce, by 
J. W. Gilbarb 






ON BANKING. 


27 


A bankcr should liave a talent for selecting suitable 
instruments. Ile ougbt not only to know himself* be 
ouglit also to bave a capacity for knowing others. Ile 
should know bow to choose proper clerks for the discharge 
of the duties of the office, He should know also what 
parties to employ to procure him confidential information 
as to the eharacter and circumstances of commercial 
bouses, or of individuals, He should know how to choose 
liis partners or coadjutors ; and should endeavour to selcet 
tliose wlio possess qualifications in wliich he is himself 
déficient. In ail cases when he bas any object to effect* 
hc should know how to make use of othcr men. We may 
here* as in some other cases* apply to a banker tbe obser¬ 
vations Mr. Taylor applies to a statesman : 

(i The most important qualification of one who is high in tlie service 
of the State, is bis fitness for acting throngh others* since the operations 
vicariously etfected ought, if lie knows how to make use of his power, to 
prédominât© greatiy ovcr the importance whicli ean attacli t o any ni an s 
direct and individus! activity. The discovery and use of instruments’ 
implies indeed activity, as weli as judgment ; beeause it implies tliat 
judgment wliich only activity in affairs eau give. But it is a snaxe into 
wliich active statesmen are apt to fall, to lose, in the importance which 
they attacli to the immédiate and direct dfects of their activity, the sense 
of that much greater importance whieh they might impart to it if they 
applied tliemselves to make tlicir powers operate tkrough the most effec* 
tive and the widest imtnimentality, The vanity of a statesman is more 
fiattered in the contemplation of what he does than of what hc causes to 
be doue ; althûugh any mm wkose civil station is high, ought to know 
that his causative might he beyond ail calculation wider than his active 
sphère, and more important/’* 

A neglect of tins rule bas occurred ^in the history of 
some joint-stock banks* wliere the manager bas impaired 
bis own health* and damaged bis bank, by taking 
upon himself a vast variety of duties which should bave 
been assigned to others ; fcrgetful that in large establish- 


* Taylor *s Statesman. 
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Tnents the chief officer should confine his pcrsonal atten¬ 
tion to thosc duties wliicli are intellect ualj or winch tire 
of the cliief importance ; while tlie duties wbich are of a 
mere maarnal, or less important characterj sliould Le per- 
formed through tlie instrument al ity of assistants. We 
shall illustrate the principle of working through others b y 
a scriptural example : 

" And it came to pas! that Mo s es sat to judge the pcople : and the 
people stood by Moses from the moming auto the evening. And Moses* 
father-in-law said unto him, The thing tliat thou doest is not good. Thon 
wilt surelj wear away 3 both thou, and this people that is witli thee ; for 
this tliing is too heavy for thee ; thou art not ablc to perfonh ît tliyself 
aloiie. ïïearken now nnto mj voice, and I will give thee counsel. Thon 
shait provide out of ah the people able men ; and place sueh over them, 
to be rulers of thousands, and rulers of hundreds, rulers of Mies* and 
rulers of tons. And let them judge the people at ail seasons ; and it 
shall be that every grcat matter they shall bring nnto thee, but every 
small matter they shall jndge : so shall it be casier for tkyself, and they 
shall bear the bnrden with thee. So Moses hearkened to the voice of 
liis father-in-law, and did ail that he had said.”* 

“ And Moses said,1 am not éloquent, but I am slow of speech, and of 
a slow longue”—“ Is not Aaron the Levite thy brother F I know that 
he can speak well. Thou shait speak nnto Mm, and put words into liis 
mouth : and he shall be thy spokesmau unto the people.” f 

À banker sliould know how to economîze his own time. 
One mode of doing this will be* as we hâve intimated, to 
assign inferior duties to others. His accountant should 
keep his books^ and make his calculations, His secrctary 
should write his letters (exeept those of a private or con- 
fidential nature) y and he should only sign thera. His 
chief clerk should attend to the discipline of the office. 
À banker at the head of a large establishment should not 
only be acquamted with the art of banking—he ought 
also to be acquainted with the art of government. He 
ought to put a clever man at the head of each depart- 
mentj and reserve to himseïf only the duty of general 


* Exodus xviii. 13—22* 


f Exodus iv, IG—lü. 
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superintendence ♦ He should give these parties a pretty 
wide discrétion, and not encourage them to ask his in¬ 
structions about mat ter s of comparatively tnfling import¬ 
ance, If lie does tins, they will never leam to think for 
themselves,—never feel that wholesome anxiety wMch 
resuit s from a sensé of responsibility,—and never acqtiire 
that decision of mind which arises from the necessity of 
forming an indépendant judgment, Consequcntly, they 
wül be les s uscfhl to liim in their présent position, and 
never become qualified for liigher offices, 

Ânotber mode of economizing time is fo observe a prin- 
eiple of order. À banker sbould corne to the bank every 
day at the same hour ; attend to bis affairs, one by one, 
in the same order, and leave the bank at bis usual time. 
By observing tbis routine, he will not only s ave mu ch 
time, but be will avoid tumultuous feelings, and maintaxn 
a calmness of mind and of manner, that will be useful in 
ail bis affaire, He will also acqnire from habit a coolness 
of investigation, and a promptness of decision; and he 
will get throngh a great deal of work without ever appear- 
ing to bc in a hurry* 

Ànother mode of economizing time is, to make his in¬ 
terviews with his customers, or with other parties, as short 
as lie can. He shonld not encourage conversation npon 
any other topic than that whicb is the occasion of the 
interview". He had better receive bis enstomers standing ; 
as in that case they will stand too, and are not likely to 
romain so long as if they were to sit do wn. And the 
fiirnitiire of tlie room should be so arranged that the 
cust orner, if he sit down, should sit near the do or, so that 
he may départ whenever disposed* He is not likely to 
remain so long as if seated eomfortably by the ffre-side, 
It is also désirable that bis room should be so placedj with 
referen.ee to the other parts of the building, that while it 
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has one door open to the public, it should hâve another 
door opening iiito the office ; sa that he may casily pass 
into the office, to ascertain the State of a eus t orner's ac- 
count, or to eonsult with himself or another person, in 
doubtM cases, as to the course to bc adopted. It is not 
advisable that the customer who applies, for instance, to 
hâve a heavy bill discountcd, should witness tlic hésitation 
or the deliberation of the banker* Hence it is b citer, 
when it can be doue, to establish the practice of the eus- 
tomer giving the hills to a clerk, who sliall bring them 
into the banke^s rooin, and take back liis reply* 

A banker wfll take means for obtaining and recording 
information, He should not, as we hâve said, keep any 
books himself* But he ought always to bave in 1ns room, 
ready for immédiate referenee, if necessary, ff tlic General 
Balance Book/ J containing the weekly balances of tlie 
general ledger, which will show the weekly progress of 
bis business for several years past ,— i( the Daily Balance 
Book/ J showing tlic daily balance to the crédit of each 
of his customers in the current-account ledger,—“ tlie 
Weekly Discount Balance Book,” showing the amount of 
discounts, lu ans, or other advances which each customer 
bas every Saturday niglit,— ff the Inspection Book/' show¬ 
ing the amount of bills bearing tlic names of houscs who 
do not keep an account with him ,— u the Information 
Book/ J containing the character of aU the houses about 
wkom lie has had occasion to makc inquiries,—and, finally, 
u a Private Mémorandum Book,” iu which is eatered any 
spécial agreements that he bas ma de with his customers. 
It is also useful to a banker to bave a list of his customers, 
classified according to their trades or professions-—such as 
corn mer chant s, leather factors, groeers, solieitors, &c* &c. 
The banker would thus see at a glance among what classes 
of society his connexions lay. When any publie event 
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was likely io affect any class—sueh, for instance, as tbe 
corn merchants—be would see how many of lus customers 
are likely to be affected, B y tbus, too, bearing in mind 
tbe trade or profession of lus customers, he would be able 
to judge more readily whether tbe bills tbey brought 
him for discount bad arisen ont of tbcir business trans¬ 
actions. 

Of these books, one of tbe most important is tbe Cf In¬ 
formation Book/' Tbcre is no doubt tbat a banker of 
great expérience, and ûf a strong memory, may always 
bear in Iris mind a yery correct estimate of tbe standing 
and character of ail tbe bouses tbat usually comc nnder 
bis notice. But tbis does not supersede the necessity for 
rccording bis information in a book* His memory may 
fail, and tbat too on important occasions ; and certainly if 
he leave tbe bank for a short time, as be must sometimes 
baye occasion to do, be xvill carry Iris memory witb him* 
But if tbe Information Book be closely kept up, he will 
record bis knowledge for the use of tbose wbo will hâve 
to take bis place* It is no valid objection to the keeping 
of such a book, to say tbat the position of bouses is per- 
petually changing. Tbose changes should bc recorded, so 
that tbcir actual standing should always be readily re- 
feired to* If a banker is requested by a enstomer to 
make inquiry about a bouse, be should record tbe infor¬ 
mation he gets for bis own guidance, in case any bills on 
tbat liouse should afterwards be offered him for discount* 
À banker will gct information about parties from in- 
qiriry at therr bankeris, as we bave mentioned at page 11. 
This information may be defective in two ways. In tbe 
first place, tbcir banker may judge of theni from tlie 
account tbey keep—-tbat is, from the balance to tlieir 
crédit—and tbus lie may give too good an account of 
them. Or, secondly, tlieir banker may bave an interest 
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in keeping up their crédit, and under this kl as h G may 
not give them so bad a character as tbey actually deserve* 
Ànother source of information is from parties in tbe same 
tràde, Houscs in tbe same trade know pretty well tbe 
standing of one anotber, Wholesale bouses are well ac- 
cpiaintcd with tbc retail sbopkeepers who bny of thon. 
Most bankers bave among their own eustomers some 
bouses in aîmost every trade, wlio can give tbem any in¬ 
formation respecting other bouses which tbey may require, 
Tbe bills tbat pass through bis Îiands will also often give 
him some nscfiil bints respecting tbe parties whose naines 
are npon tbem. 

It is of great importance to a banker to bave an ample 
knowledge of tbe means and transactions of bis eustomers* 
Tbe customer, wben be opens bis aceount, will give bim 
some information on this subject. The banker will after- 
wards get information from bis own books* Tbe amonnt of 
transactions that bis customer passes tbrougb bis carrent 
aceount, will show tbe extent of his business* Tbe amount 
of bis daily balance will show if hc bas much ready cash, 
The extent and character of the bills hc offers for dis¬ 
count, will show if be trust large amounts to individual 
bouses, and if these are respectable* On tbe other liand, 
the bills liis customer may accept to other parties, and bis 
payments, wiU show tbe elass of people with wbom be 
deals, or wbo are in tbe habit of giving him crédit* But 
one main source of information is to see the man, Tins, 
like other means of information, will sometimes fail ; but, 
generally speaking, tbe appearance and manners of a man 
will show bis character, Some people always send their 
clerk to tbe banker with bills for discount, &c, This is 
ail very well if tbey want no extraordinary accommoda¬ 
tion ; but if tbey ask for anything oui of tlie usual way, 
the banker bad better say that he wishes to see the 
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principal* And if be b ad a doubt whetber bis eus t orner 
was tricky or h ouest—-spéculative or prudent—let Mm 
be gnided bv bis first impression—wc mean tbe impres¬ 
sion produced b y tbe hrst interview» In nine cases ont 
of ten, the first impression will bc fourni to be correct, 
It is not necessary to study physiognomy or pbrenology 
to be able to judge of the character of men witli wbom we 
converse upon matters of business. 

À country banker bas greater facilities tban a London 
banker of asccrtaining the cliaræter and circum stances 
of other parties. In a country town every tliing is known 
about everybody,—À niants parentage and connexions— 
his faoiily and associâtes—the property he lias already 
received, and wkat lie may expect to receive from bis 
relations-—and, above ail, his personal habits and disposi¬ 
tion. Upon the kst point, we will make a short extract 
from an excellent séries of c£ Letters to a Brandi 
Manager/ J now in course of p ublication in the " Banker s 
Magazine/" under the signature of “ Thomas Bullion.” 

“ Next in importance to a study of his aceounts, the habits and cha- 
racter of a client are deserving of jour attentive considération. If a 
maivs style of living, for ex ample, becomes extravagant, and lie gives 
hlm self over to ëioess, y ou eannot too prompt ly apply the eurb, however 
regnlar the transactions upon bis account may scem ; beeause y car s may 
elapse before mere irregularity of living will make any impression on his 
banking account ; whercas irregularity in business will exhibit ilself im¬ 
médiat el y, and for this reason,-—that whereas improvident habits of living 
involve a continuons waste in small sums, spreading over tolerably long 
periods, improvidence in business may involve in oue fcll swoop the loss, 
perhaps, of thousands. I hold 3 then, that you are not warrant ed in ail 
cases in feeling satisûed of a man's perfect responsibility uniil his banking 
account exhibits indubitable évidence to the eontrary.”* 

À banker should always bave general principles ; that 
is, he should hâve fixed iules for the government of his 
bank. He should know before h and whether be will or 

* Banker s Magazine, December 1848. 
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will not advanee money on mortgage, or upon deeds, or 
upon bills of lading, or warrants ; or whether he wili 
discount bills based upon nncommercial transactions, or 
having more tliau throe montlis to nm. Tlicse are only 
a few of tlie cases in which a bunker will find it tiseful 
to store bis mind with general pr in ci pies. 

One advantage of tliis adoption of general principîes is, 
that it s ave s timc. If a banker ean say, in rcply to a 
customer, (( It is eontrary to tlie raies of our bank to 
advance money upon bills of lading/* the reply is conclu¬ 
sive, But if lie had not previously adopted any rule npon 
the subject, the reply would hâve takcn up much more 
time. Another advantage is, tbat ifc gives decision of 
mind, and saves the banker from being ff talkcd over ,J bv 
any of bis oustomers who may possess flueney of speech, 
or dexterity in débat e* In tliis case, the banker wbose 
mind is stored with general principîes, tliough he may 
listen patiently to ail bis customcr shall advance, will 
give the same reply whieïi he would bave given had the 
application been made jn fewer words* 

But although a banker ouglit to bave a large stock of 
general principîes—and this stock wül increase as bis ex¬ 
périence increases—yet it may not be always wise to 
expiai n tlie se principîes to bis customer* It is generally 
best, when a banker gives a refusai, to give no reasons for 
tliat refusai, Banking science is so little understood that 
the public generally are unable to appreciatc its prin- 
ciples, B e si des, a man who wants to borrow money eau 
never be convinced by reàsoning that bis banker is right 
in refusing to lend it to him ; nor, in fact, did the banker 
himself acqnirc his knowledge of banking by reàsoning, 
He acquired it not by reàsoning, but by expérience ; 
and he niust not expcct tbat his customers, who bave 
had no expérience, will, by reàsoning alone, readily 
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acquiesce in the banking principles hc may propound to 
them. In most cases, tberefore, hc had better kcep his 
reasons to himsclf. 

But while we contcnd that cvcry bankcr s h oui d bave 
general principles, we do not say that in no possible case 
should he départ from them. But he should not look for 
sueh cases ; they are rare, and when tliey do occnr they 
will force themselves upon his attention. If under shelter 
of the trnism, Ail rulea baye tlieir exceptions/* lie de- 
parts from his general principles whenever he finds it 
convenient or profitable to do so, lie may as well bave no 
general principles at alL 

It seems désirable that a banker in a large city should 
mark ont for liimself one or two main brandies of busi¬ 
ness, rather tlxan attempt to earry on banking in ali its 
branches. We see this line of conduct adopted by some 
of tlie most emi lient London banker s, A w est-end 
banker will not discount a bill : a city banker will not 
lend money on mortgage. Different kinds of banking 
exist in different parts of the country, aeeording to the 
character and circumstances of the district. And in Lon¬ 
don tliere are mimerons classes of p copie, and it may 
be both proper and advantageous for a banker to adapt 
his mode of business chiefly to the reqnirements of some 
one particular class. Different banks may thna pur sue 
different courses, and ali be cqually successfiïL 

A banker will exercise due caution in taking new ac- 
counts, Hc will expect the new customer to be intro- 
duced by some person to wliom he is personally known. 
The more respectable the introducer, the higher opinion 
will the banker enter tain of the party introduced. If a 
party apply to open an aeeount without snch an intro¬ 
duction, he is asked to give référencés to some well- 
known lions es. He is expected to state to the banker the 

n 2 
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Idnd of business in whicli be is engaged, and the extent 
of accommodation, if any, that lie is likely to require. 
He will statc the kind and character of tlie bills lie will 
bave to offer to discount, and mention any peculiarity in 
bis business or circumstances that may oecasionaby re- 
quire especial considération, It is a great folly in a party 
opening an aceount to inake any représentation that will 
not afterwards turn ont to be correct. Every banker is 
anxious to avoid taking shabby accounts ; and especially 
such as are opened for the pur poses of fraud, or to obtain 
a hetitious crédit, or to get undue accommodation, Tt is 
considère d to be not advisablc to take the aecount of a 
party w r bo bas another banker, especially if lie opens tbe 
aceount for the propose of getting addition al discount, 
Tbe object of a party keeping two banker s is n su ail y to 
get as nmcli accommodation as lie ean from eacli. If an 
aceount is brought from another b aille, the reason of 
the removal should be distinctly stated, and the banker 
will aceept or reject it, accord ing to circumstances. It is 
bad poliey in a banker to attempt to draw away the con¬ 
nexions of another bank, by offering tbem greater ac¬ 
commodation, It is also usually bad poliey to take tbe 
accounts of parties resjding at a distance, as tbeir trans¬ 
actions do not corne under tbe notice of tbe banker j and 
tbe fact of tbeir passing by tlie batiks in tbeir neigbbour- 
bood to go elsewlierc, is one that sliould excite suspicion. 
It is not advisable for London bankers to take tbe ac- 
eounts of private individuals w r bo résidé in tlie country. 
Tbey should be referred to the bankers in tbeir own 
districts, 

A small banker sbonld not attempt to take large ae¬ 
count s. Banks, otherwïse well administered, bave been 
ruined by one large aceount. If tbis aceount requires 
accommodation, it will absorb the bankers funds, so that 
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he ^ ill be compelled to stint bis other customers, or to 
hâve recourse to re-discount, or other modes of raising 
money. Eveil if it Le only a deposit account, it may 
produce inc on venieiic es, À small banker cannot so readily 
employ tins large deposit profitable and yet hâve it at coin- 
mand whenever required ; and the addition al amount he 
niust keep in lus till will be proportionably greater than 
would be kept by a large banker. Thus, if 100,000/. be 
pl ace d in abankthat lias already 2,000,000/. of deposit s, the 
additional sum kept in the till to meet daily demanda may 
notbe nrucli incrcasedj but should it be lodged with a banker 
whosc deposits arc only 300,000/. tlic increase of notes to 
be kept in Ms till vvill be very considérable. ïhis shows 
that large deposits are not so profitable to small banks as 
to large ones. There is also a danger tliat a small banker 
mil employ bis large deposits in such a way as shall 
render him less ready to repay them pnnctually. Instances 
bave occurred of small banks being grcatly inconvenieneed 
by tlie repay ment of large deposits, pvhich h ad been place d 
in their hands by railway eompames. It is prudent, 
therefore, in a banker to apportion the amount of bis 
transactions to the extent of Ms business. 

A very important part of the business of a banker con* 
sists in the discoimting of bills. The bills presented to a 
bank for discount, may generally be divided into the fol¬ 
io win g classes — 

* Ist. Bills drawn by producers or manufaeturers npon 
Wholesale dealers. 

“ 2dly. Bills drawn by Wholesale dealers upon retail 
dealers. 

3dly. Bills drawn by retail dealers upon consumers. 

* Thcsc observations are taken frorn my History and Princîplcs of 
Bankingj page IG/. 
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“ 4thly. Hills not arising out of trade, Lut yet drawn 
against value, as rent, &c* 

“ 5thly* Kites, or accommodation bills* 

t( The fîrst two classes of bill s are the beat, and are fair 
légitimâte Lills for Lankers to discount* 

“ The third class ought not to be too rnuch eneouraged ; 
they are for comparativcly small amounts, and are drawn 
Ly shopkeepers and tradesmen upon thcir eustomcrs* To 
discount these Lills freely would encourage extravagance 
in the acceptera, and ultimately prove injurions to the 
drawers* When a ni an acccpts Lills to Lis buteher, baker, 
tailor, upholsterer, &c, he may fairly Le suspected of 
living Lcyond his incarne. Solvent and regular people 
pay thcir tradesmen 5 s accounts with ready money* 

a The fburth class of Lills, thongh sometimes proper, 
ought not to be too mnch eneouraged* Persons ont of 
traie hâve no business with Lills* 

“ The last class of bills sbould always be rejected* To 
an experienced banker, who knows tbc parties, the dis- 
covery of accommodation Lills is by no ineans difficult* 
They are usualiy drawn for even amounts, for the largest 
sum that the stamp will Lear, and for the longest term 
that the bank will discount, and are présentéd for dis¬ 
count soon after they arc drawn* The parties are often 
relations, friends, or parties who, from theîr avocations, 
ean hâve no dcalings with cach other* 

“Not only the parties and the amounts of hilb are 
matters of considération to a tanker. Lut also the time 
they bave to nm hefore they fall dues A bill drawn for 
a long term after date, is usualiy stylcd, not perhaps very 
properly, f a long dated bill/ A bill drawn at a short 
term, is stylcd, f a short dated bill* 5 55 

In doubtful cases, the Lanker, before disconnting a bill. 






ÛN I3ÀJSÏQNG. 


39 


will probably look througli Ms books, and satisfy bimself 
vvitb regard to the following inquiries :— 

What is the character of the customer? This mquiry 
\y'ûl be answered from the Information Book. What is 
the usual balance of bis cash aceounts? This will be 
answered by the Daily Balance Book. What amount bas 
lie now nnder discount ? This will be answered from the 
Discount Ledger, and will snggest other inqmries. Is 
thaï amount greater or less than usual ? What proportion 
does that amount bear to the average amount of lus cash 
balance ? Is the amount chiefly npon few parties, or is 
it divided among a number ? Hâve their Hills been dis- 
counted chiefly upon the strength of tlie customer, or 
upon the strength of other parties? Are his bills gene- 
rally paid ? He will then proceed to inquire about tbe 
other parties to the Mil. What is tlie charactcr of the 
accepter in the Information Book ? Wbat is the nature 
of the transactions hetween the customer and the accepter, 
as far as eau be aseertained ? lias he had any Hills upon 
Mm before, and bave tliey been punctually paid ? Ai c 
there any bills upon Mm now running, and how soon 
will tbey become due ? 

In tbe discount of bills it is necessary to guard 
against forgeries. It bas happencd that parties carrying 
on a great business in London, hâve presented to their 
banker, for discount, bills drawn upon ail parts of the 
country; which bills, upon mquiry, bave turned ont to be 
purely fictitious. This is an additional reason for bankers 
making inquiry about tbe accepters of the bills thev dis¬ 
count, even when they think tliey hâve reason to be 
satisfied with the drawers. Even this is no protection 
against forgery. Sometimes the name of a most respect¬ 
able bouse in a provincial town bas been forged. W hei e 
the amount is large, therefore, it seems advisable to send 
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tlie bill down to some bunker in the town, and ask bis 
opinion as to tire gemrineness of tire signature. Of course 
m thèse, and rnany other cases in wlncli a banker is liable 
to be cheated, mu ch rnust dépend upon personal discré¬ 
tion ; no rules eau be given for ali cases. 

To facilitate the détection of forged chèques, it is 
advisable that the banker should hâve a printed nmnber 
placed on every chèque, in every chèque bock, and keep 
a record of the naine of the cnstorner to whom each 
book is given. TV heu a clieque with a forged signature 
appears, the banker canthcn turn to tins xegistry, and see 
to winch of Iiis customers he had given ont tliis chèque, 
Iliis plan has been fourni useful in tracing forgeries that 
hâve been perpetrated by the clerks or servants of the 
paity keeping the account, Sonic bunkers, moreover, 
place on their chèque books a printed label, requesting 
the customer will at ail times keep the book under his 
own lock and key, 

io gnard against forgery in the case of deeds or bonds, 
ail tlicse documents should be witnessed hy an officer of 
tlic bank. And when a letter of guarantee is given by a 
third party, it should not be taken by the banker from 
the party m whose favour if is given, but the letter should 
be signed at the benk, and the signature witnessed by one 
of the clerks. 

À banker is also liable to loss from the alteration of 
chèques, The words six, seven, eight, and nine, eau 
casily be changed by the addition of y, or ty, into sixty, 
seventy, ciglity, or nincty. Sometimes, too, when chèques 
arc drawn for less than 101, if a space be left open 
betore the Word, anotlier Word may be iutroduced, Thus, 
a short finie ago a chèque was drawn on a banker for 31., 
and the party who obtained it wrote the Word sixty 
before the Word three, and thus cheated the banker 
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out of 60/. Letters of crédit, as well as chèques, 
liave heretofore been altéréd, by the original sum beiug 
taken out, and a larger sum beiug substituted. This ia 
now prevented by staining the paper witb a ehemical pré¬ 
paration. Country banks also stamp upon tlieir drafts 
the words “ under ten pounds,” “ under twenty potinAs,” 
and so on, to prevent an alteration to any sum beyond 
tliose amounts. 

The re-discounting of bills of exchange is an operation 
of much importance, and lias a great influence on the 
monetary operations of the country. We quote from a 
former work of our own* upon fhis subject:— 

“ Banks situated in agricultnral districts bave usually more money 
than they r u: etuploy. Indepeudently of the paid-up capital of the bank, 
the sums î-aised by circulation and deposits are usually more than the 
amount of tlieir loans and discounts. Banks, on the other hand, that 
are situated in mauufacturing districts, can usnally employ more money 
than they can raise. Ilence, 1 l u bank that bas a superabuudance oi 
money, sends it to London, to be employed by the Mi-brokers, usually 
reccivîng, in retnrn, bills of exchangc. The bank that wants money 
sends its bills of exclmnge to London, to be re-disconuted. Tliese banks 
tlius supply cach ethcr s wants, tbrongh tlic medium of the London bill- 
brokers.” 

But tins prinçiple of the re-discount of bills lias been, 
in some cases, grossly abused, by beiug employée! to give 
a sort of vit ali ty to dead loans. A country banker lends 
upon mills and manufactories a larger amount of money 
tlian lie can eonvenicntly spare ; tben be asks the manu¬ 
facturer to accept a bill for the amount, wliicb tlic banker 
gets discounted in London or elsewhere. This bill, wken 
due, is renewed, and tlie rencwal is again replaccd by 
another, and so the game goes on, Às long as money is 
abundant al! parties are pleased; the manufacturer gets 
his advance, the banker gets bis commission, and the 

* The History of Banking in America, by J. W. Gübart, 
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London bill broker gets employaient for his funds. But 
«i pressure cornes. The London bill-brokcr can discount 
no more, because the funds placed in his hands by bis 
depositors hâve been withdravm. The banker eannot get 
the new bills discounted elsewhere, and is unable to 
take up the old bills that are retnrned to him with bis 
endorsement. The manufacturer, of course, eannot pay 
the money ; the banker stops payment, and the manufac¬ 
turer is ruined. Tlic places at which this system bas beeu 
chiefly carried on, are Manchester and Newcastle-upon- 
Tynej and it is in these places that the grcatest failures 
hâve taken place among the joint-stock banks. In fact, 
I believe it must be confessed, that the joint-stock banks 
bave carried on this practice to a mue h greater extent 
than it was ever carried on by the private bankers. This 
bas arisen from the greater crédit vhich they possessed : 
it is one of the forms of the abuse of crédit. 

A London banker is always anxious to avoid dead loans. 
Loans are usually spécifie advances for specified times, 
either with or udthout security. In London, advances are 
gencrally made by loans ; in tbe conntry, by overdrafts. 
The différence ariscs from the different modes of conduct- 
ing an account, In London, the banker is paid by the 
balance standing to the crédit of the account. A customer 
n ho u ants an advancc, takes a loan of such an amount as 
shiill not require bixn to lteep less than his usual balance, 
lhe loan is placed to the crédit of his current account, 
nntil the time arrives for its repayment, and then he 
is debited for the principal and the interest. The 
conntry banker is paid by a commission, and henee the 
advance to a customer is made by his overdrawing the 
account, and he is chargcd interest only on the amount 
overdrawn. 

Loans are divided into short loans and dead loans. 
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Short loans are usually the practice et tlie London 
bankcrs : a time îs fixed for their repayment- Dead loans 
are tliose for the payment of wliiclv there is no specified 
time ; or where the part y lias failcd to makc the repay- 
ment at the time agréed upon. In this case, too, the loan 
has usually been made upon dead —that is, upon incon¬ 
vertible security. Without great caution on the part 
of the banker, short loans are very apt to bccome dead 
loans. A loan is first made for two or three monthsj the 
time arrives, and the customer cannot pay ; then the loan 
is renewed, and renewed, and renewed, and ultimately the 
customer faüs, and the banker has to fall hack upon his 
securities. The différence between short loans and dead 
loans may be illustrated by a référence to Liverpool and 
Manchester. The Liverpool bankcrs raake large advanees 
by way of loan, but usually on the security of cotton. 
The cotton is sold in a few months, and the banker is 
paid. At Manchester, the banker advanees his loans on 
the security of mills and manufaetories; he cannot get 
repaid ; and after awhile the customer faüs, and the mill 
or manufactory, wlien sold, may not produce half the 
amomit of the loan* 

Dead loans are sometimes produced by lending money 
to rich men. A man of moderate means will be anxious not 
to borrow of his banker a loan winch he wffl not be able 
punctually to repay, as the good opinion of his banker is 
necessary to his crédit. But a man of property bas no 
scrupleS of the kind ; he has to build a bouse, to improve 
his estate, or to ex tend his manufactory ; and he is unrea- 
sonablc enough to expect that his banker wül snpply him 
vrith the necessary fonds. Ile helieves it wül he only a 
temporary advance, as he will sliortly be in possession ol 
ample means, The banker lends the sum at first desired; 
more money is wanted ; the expccted supplies do not 
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arrive; and tlic advance becornes a dead lock-up of 
capital. The loan xnay be very safe, and yield a good rate 
of interest, but the banker would rather hâve the money 
under hîs own controL 

Dead loans are sometimes produced by lending money 
to parties to buy shares in public companies. There was 
too much business of tins kind transacte d by some 
bankers a few years ago. The party did not at first, per- 
chance, apply to bis bunker to enable him to pur chas e the 
shares; but the calls were heavy, and îiis ready money 
was gone ; lie felt assured, however, that in a short time 
lie should bc able to sell bis shares at a high profit; 
he persuaded bis banker to pay tbe calls, taking the 
shares as security, Other calls werc made, winch the 
banker had to pay. The market fell; and the shares, if 
sold, would not pay the banker's advances. The sale, too, 
would hâve caused an enormous loss to the customer. 
The advances hecome a dead loan, and the banker had to 
wait till a favourable opportunity occurred for realizing his 
security. 

In this, and in other ways, a banker bas often much 
difficulty with customers of a spéculative character. If he 
refuses wkat they ask, tliey remove tlieir account, and 
give him a bad name; if lie grants them tlieir desires, 
tliey engage in spéculations by whicb they are ruined, 
and probably tbe banker sustains loss. The point for the 
banker to décidé is, whether he will lose them or min 
them. It is best, in tliis case, for tbe banketf êo fix 
upon what advance be should make them, supposing they 
conduct their affairs prudently; and if .they are dissatis- 
fied with this, he liad better let them go ; after they hâve 
hecome bankrupts he will get crédit for his sagacity. 

The discounting of bills is an ordinary matter of busi¬ 
ness, and the banker bas only to sec that he bas good 
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names to his bill; but in regard to loans, a hauker would 
do well to follow the advice whieh Mr, Taylor gives to 
individualsj and not make a loan 3 unless be knows the 
purpose for whieh it is borrowed, and to form liis own 
judgment as to the wisdom of the party who borrows, and 
as to the probabiHty of his having the mcans of repayment 
at the time agrecd upon. 

« ]Sfever lcnd money to a friend, uulcss yon are satisfied that lie does 
wîsely and well in borrovfing it- Borrowing is one of the most ordinary 
ways in wliieli weak men sacrifice tlie future to the présent ; and thence 
it is tliat the gratitude for a loan is so proverbialiy evanescent : ior tlie 
future, becoming présent in its tum, will not be well pleased with those 
kvho haye assisted iu doing it an injury, By conspiring witli your friend 
to defraud his future self, you naturally ineur liis future displeasurc. To 
withstand solieitations for loans is offcen a great trial of fimuess ; tlie 
more especially as tbe pleas and prétests alleged are generally made 
plausible at the expense of truth; for uothing breaks down a imurs 
trutbfuluess more surely tban peeuuiary embarrassment— 

* Ail nnthrift Avas a Bar from ail time ; 

Ne ver was debtor that was not decciverJ 
The refusai whieh is at once the most sale from vacillation, and perhaps 
as Bttle apt to givc offence as any, is the point blank relusal, witlieut 
rcasons assigned, Aequieseence is more easily given in tlie decisions of 
" a strong will, than in reasons, whieh wcak men, under the bias of self- 
love, will al ways imagine themselves competent to controvert.”* 

Sometimes, when an ad van ce of money is ivanted for 
two or three months, tlie party gives a note of liand, 
TMs is better than a mere loan, as it fixes the time of 
payment, and keeps the transaction fresh in tlie recol¬ 
lection of the horrower. Eut care mnst be taken that the 
note, by repeated renewals, does not in fact beeome a 
dead loan, Hence, when ' a reneival eaunot be avoided, 
attempts shonld he made to reduce the amount, When 
public compames, of only a short standing, and not fully 
constituted, ivish to horroiv money of their banker, it is 
so me time s expédient to take the joint and several promis- 
* Notes on Life, by John Taylor. 







46 


A PEACTICAL TKEATISE 


sory note of the direct or s, By tins me ans the banker 
avoids ail loiotty questions connected with the law of 
partnership ; and the direetors Tv r ill^ for tlicir own sakcs, 
see t]iat the fonds of the company shall, in duc time, be 
rendered available for the repayaient of the loan. 

\\ e hâve said that dead loan s are usually adyanced 
upon inconvertible security. Sometimes tliat security 
consista of a deposit of deeds relating to leasehold or 
frechold property. In London, however, tins kind of 
security is not considered désirable, and the following 
rules are usually observed :■— 

IMo advances are made upon the security of deeds 
alone ; they are taken only as collateral security ; and 
then only to cover business transactions, and in cases 
ivhere the parties are supposed to be safe independently 
of deeds, 

The value of the property should be rnuch hîglier than 
the sum it is intended to guarantee. When tins is tlie 
case, and the parties fail, their creditors may take the 
deeds, and pay the debt due to the bank. The main use 
of taking deeds is to hâve something to fall back upon in 
this ^vay, A customer should never receive more accom¬ 
modation from having deposited liis deeds than that to 
whicli he is legitimately entitled, No banker take s deeds 
if there is the slightest probability of tus being compelled 
to réalisé the property, as the legal difficulties are very 
great. 

In ail cases in which deeds are taken, they are sub- 
mitted to the inspection of the banker's solicitor, who 
makes a written report upon the value of the property, as 
far as it can be discovcred by the deeds, and upon its 
legal validity as a security to tbc bank. 

The rule of a banker is, never to muke any advances, 
directly or indirectly, upon deeds, or any other dead 










ON BANKING* 


47 


security. But tbis rule, like ail otlier general mies, 
must liave exceptions, and wben it is proper to make 
an exception is a matter tbat must be left to the discre- 
tion of tbe banker. He sbould, liowever, exercise tbis 
discrétion with caution and prudence, and not deviate 
frorn tbe rule witbout a spécial reason to justify siicb 
déviation. 

Am on g country banker s, in agri cultural districts, ad- 
vances upon deeds are not considered so objcctionable as 
in London. À landed proprietor, who wants a temporary 
advance, places bis deeds in tbe bands of bis banker, and 
takes wbat he requires* Tbe banker ibinks lie ean bave 
no better security \ but tbe loan is usnally for only a 
moderato amount, and is païd off within a reas on ab le 
time. In tbe country tbe cbaracter and eircumstances of 
every man is ktiô’wm, A landlord wlio wants an advance 
to meet immédiate demanda, until bis rents corne in, 
seems fairly entitled to assistance from bis banker. But 
sliould a landlord wbo is living beyond bis income, ask 
for an advance almost equal to tbe value of bis deeds, lie 
ivouid not be likely to obtain it. Every banker is aware, 
tbat wben deeds are lodged as securitjr for loans, or dis¬ 
counts of any kind, interest upon tbe advance cannot be 
chargée! at a higher rate tban five per cent* 

Ânotber kind of security is biHs of lading, and dock 
warrants* Àdvances upon securities sueh as tbese must be 
considered as beyond tbe rules wliicb prudent bankers lay 
down for their own government; they can only be justified 
by tbe spécial eircumstances of cach case. In advancing 
upon bills of lading, the banker must see tbat he bas ail 
the bills of the set ; for if be bas not ail, the bolder of tbe 
absent bili may get possession of tbe property. It is also 
necessary tbat be bave the policy of assurance, tbat, in 
case the sbip be lost, he may daim the value from the 
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insurerSp In advances upon dock warrants, the bànker 
should know that tlic vaine of tke goods is cqual to his 
advances, and will also give him a margm, as a security 
against any fall in the market price. Bat, in truth, no 
banker should readily make advances upon such sécu¬ 
rités, New and then lie inay take them as collateral 
security, for an advance to a customer who is otherwise 
respectable ; but if a customer requires such advances 
frequently, not to say constantly, it shows that he is con- 
ducting lus business in a way that will not ultimatcly be 
either for his own ad vaut âge, or that of Lis banker. 

Â banker sliould ne ver make any advances upon life 
policies, Thcy may hecorne void, should the party com¬ 
mit suicide, or die by the Land of justice, or in a duel; 
or if he go without permission to certain foreign countrics. 
lhe payaient may bc disputed, upon the ground that 
s orne déception or c once aiment was practised, wlien tlic 
policy was obtained. And, in ail cases, tliey are dépen¬ 
dant upon the continuée! payment of tbe premium s. The 
value of a policy, too, is also often overrated. The insured 
fancies that lus policy ïnereases in value in exact propor¬ 
tion to the number of premiums he lias paid ; but if he 
üff'ers it to the company, he will find that he gets nmch 
less than he expected. The policy is valued in a way that 
rémunérâtes the office for the risk they hâve run during 
the years that are past; and the valuation lias a référ¬ 
ence only to the future. Thus, if a man, at 20 years of 
âge, insures his life, the expectation, or probability of life, 
as it is called, that is, the number of years he is likely to 
live upon the general average, is, according to the Nortli- 
ampton tables, 33. If he wishes liis représentatives to 
lecefve 1000/. at his death, he will pay a proportionate 
aimual premium. When 40 years of âge, he will hâve 
paid twenty premiums, and lie may fancy that his policy 
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is wortli the total amount of the prëmiums. But the 
policy is valued, not witb reference to tbe past, but witb 
reference to tbe future. Àt 40 years of âge bis a expec¬ 
tation of lifeis uot 13, but 23 years, It is tben calcu- 
latedj tbat 23 years lieuce tbe policy will be entitled to 
1000/. ; but tbat tbe animal prëmiums must be paid in 
tbe mean time. Tbe value of tbe policy, therefore, is tbe 
présent value of tliis I000£, less tlie présent value of ail 
tbese annual paymeuts, Should lie wisb to soi! bis policy 
when be is 60 years of âge, be will find tbat it is propor» 
tionably less valuable, for bis expectation of life will 
stîll be 13 years. À short mie for ascertaining tbe expec¬ 
tation of life, aceording to tbe Nortbampton Tables, is to 
take the âge from tbe number 86, and tben divîde bv 2, 
Tbe value of a policy is generally about one-third of tbe 
amount of ail tbe prëmiums tbat bave been paid. 

Tbere are certain signs of approaching failure, which a 
banker must observe witb reference to liis eustomers. 
Tbus—if he keeps a worse account than lieretofore, and 
yet wants larger discounts—if tbe bills offered for dis¬ 
count are drawn upon an inferior class of peoplc—if, when 
bis bills are unpaid, lie does not take tliem up promptly— 
if bc pays in money late in the day, just in time to 
prevent bis bills or chèques being returned tbrougb the 
clearing ; but, above ail, if be is found eross-bring : tbat 
is, drawing bills upon parties wbo at the same time draw 
bills upon Mm ; as soon as a banker detects a eust orner 
in fair crédit engaged in this practice, lie sbould quietly 
give bim reas on for rem ovin g bis account. 

Somctimes two parties, wbo keep different banker s, will 
adopt a practice of cxcbanging chèques* Their chèques 
arc paid into tbe banks too late to be cleared on the same 
day ; and benee tbe parties* account s appear better tbe 
ncxt day tban they otherwise would be. S orne failing 

E 
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parties, too, hâve recourse to forged or fictitious bills, 
winch they put into circulation to a large amount, The 
b e st way for a tanker to gnard against loss from this 
practice ia, to inquire in ail cases about tlie accepter s of 
the bills that lie discounts, not only when bis customers 
are doubtful, but even wlien they are decmed respectable. 
Indeed it is only p eople in good crédit that can pas s 
hctitious bills. 

The banker* s rule is, that they who hâve discounts 
must keep a proportionate balance ; this is uscful, as the 
amount of balance kept is an indication of the circum- 
stances of the party. When a customcr bas heavy dis¬ 
counts, and keeps but a small balance, it may usually be 
inferred that he is eitlier embarrassed in bis affaire or he 
is trading beyond bis capital. 

The operation which is caîled nursing ail aeçonnt/' 
sometimes requires considérable prudence, tact, and per¬ 
sévérance. À banker, having made considérable advances 
to a customcr, suddcnly discovers that the party is not 
worthy of the confidence he lias placed in him. If thèse 
advances should be called up, or discontinu ed, the cus- 
tomfcr will break, and the banker sustain loss. The 
banker must be governed by the circumstances of each 
case. It is sometimes best to continue to discount the good 
bills, and refuse those of a different character ; and thus 
gradually weed the account of ail the inferior secmities, 
Sometimes he may get the eu s t orner to stipulât® that he 
will diminish bis advances b y certain hxed amount s, at 
certain pernods; and thus, by alternately refusing and 
complying, the banker may at length place bimself in a 
state of security. Ât other times, the banker may offer 
to make still furtber advances, on condition of recelving 
good security also for what lias been already advanced. 
This plan is advisàble when the addition al advance is not 
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proportionably large, and tbe security is not inconvertible, 
otlierwise the plan is somctimes a hazar clous one. It re- 
quires some courage to look a loss in tlic face. And it 
bas occurred that a banker, ratber tban sus tain a small 
loss, will consent to make a further large ad van ce upon 
inconvertible security ; and tlic locking up of this large 
advance for an in de finite period bas proved tbc greater 
evil of the two. In fact, some of the largest losses of 
fallen banks bave been made in tbis way. Tbey bave, in 
tbe first instance, made an imprudent advance ; ratber 
tban sustain tins loss at once, tbey bave made a furtlier 
advance, witli a view to prevent it. Tbe advance bas at 
last becorne so large, tbat if tlie customcr falls, tlie bank 
must fall too ; for tlie sake of self-existence, further ad- 
van ces arc tben made ; the se too arc found ineffectual, 
and ultimately the customer and the bank fall together. 
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SECTION V. 


THE ADMINISTRATION OF A BANK WITli REGARD TO FRO- 
CElEDINGS on bills oe exchange. 


WïïEN a banker lias discounted a bill, it is handed to 
the accountant, who will see tbat it is drawn on a riglit 
stamp, The accoimtant will read it through, and sec tliafc 
it is properly drawn, and wÜl observe tbat the sum in 
writing corresponds with the sum expressed in figures, 
and tbat no alteration has taken place in the arnount, the 
date, the term, or the place at which it is made payable ; 
for these are material alterations, and would affect the 
validity of tbe bill* He mil then calculate tlxc time at 
which it falls due, and place this date upoii tbe bill, or, if 
it was there before, he will check it, and see that it is 
right. Ile will then turn it over, and see that it is 
indorsed by tbe party in whose favour it is drawn, and 
also that the subséquent indorsements are regular and 
properly spellcd ; for if there be a variation of a single 
letter in tbe spclling of a name tlie payaient of the bill 
could not be legally enforced. He will also observe that 
tlie bill is indorsed by tbe party for whoïn it is discounted. 
He will then pas s tlie bdl through the books,* and at the 
dose of the day deliver it with tbe others to the banker. 

* Thcsc books are described in tlie Section on Banking Book- 
keeping. 






ON BANKING. 


53 


The banker will, on the following morning, put these 
bills away in his bill-case according to the dates at which 
they fait due. This point sliould be recolle et ed b y persans 
who baye to get bills from. a banker before they are due ; 
for, after they liave given the amount and the naines, the 
next question asked them mil be, u When is it due ? f> for 
among a multitude of bills, the orily way of readüy finding 
any individual bill is to turn to those that fall due on the 
same day. Every day the banker looks ont the bills that 
fall due on the following day, and hands them to the chief 
clerk, (or, in s orne cases, the chief clerk himself has the 
charge of the bills,) who, after cheeking them against the 
hooks,^ distributes them among the clerks who are to 
collect them. If the bill be not paid, it is noted on the 
same evening, and on the following morning returned to 
the customer for whom it was discounted, and Ms account 
is débit ed for the amount. But if the party has not the 
sum to his crédit, and the banker does not iike to trust 
Mm, lie mcrely reçoives notice of its dishonour ; and 
notice is also given to every otber party to the bill, with a 
demand for immédiate payment. The bill has now b ceo me 
that hated ohject, a “past due bill/ 5 and after a whiie, if 
the parties are supposed to be ff w r orth powdcr and shot/ 5 
it is handed to the bank 5 s soliciter. 

I sliall give a short description of Bills of Exchange, and 
notice a few of those points of law and of business which 
are of most importance to practical banker s. 

A bill of exehange is a written order from one person 
to another, directing bim to pay a sum of money either to 
the drawer or to a third person at a future time. This is 
usually a certain number of day s, weeks, or montlis, either 
after the date of the bill, or after sight ; tliat is, after the 

♦ Tlicse books are described in the Section on Banking Book- 
keeping. 
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per son on wboin it is drawn sball bave seen itj and sball 
bave written on tlie bill bis wübngncss to pay it, The 
partv expresses tliis wibingncss by writing on tlie bill tbe 
word <£ accepted” and bis name, If tbe bill be drawn 
after sigbt, bc also writes tbe date of tbe acceptance. 

If tlie p art y in whose faveur tlie bill is drawn wisbes to 
transfer it, be writes bis name on tbe back. Tliis is called 
an indorsement ; and may be either spécial or general. 
À spécial indorsement is made to a partieular parfcy ; as, 
£< Pay to Messrs, J ohn Doc & r Co. or order/^ À general, 
or blank indorsement, is wben tlie per son merely Write s 
bis name, It is held by tlie lawyers * that a spécial 
indorsement cannot foiiow a general indorsement, and 
that in stick a case tbe holdcr may sustain an action for 
tbe amonnt, tbougb tbe bill be not indorsed by tbe party 
to whom it is thus spccially assigned. In practice, how- 
ever, tliis is very common ; and bankers always refuse to 
pay biUs not properly indorsed, even tbougli previous 
indorsement s may be general. But, in regard to poat 
bills, tbe Bank of Eu gland pays no regard to any spécial 
indorsement tliat rnay follow a general indorsement. 


The foHowing is tbe form of a Bill of Excbange 


£1000. 

London, \st of May, 1827, 

Two motoihs after date, pay to the ortie r ofMèssrs. Quick, 

Active, Co , (or m or my ord-er) the mm of One Thotmmd Fournis., 

for value receimd. 

Heariy s Jolly, A Co , 


Accepted, payable ai 

To Messrs. John Careful Co . 

Messrs* Steady Co. Bankers. 

SotdJmark. 

John. Careful p Co. 


* Sec Cliitty tm Bills of Exchange, p, 103. 
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À Promis s or y Note is as folio w s 


£ 2000 . London t 1 si of May } 1827 . 

Ttco months a/ter date, toe promue to pmj Messrs. Eewrty, 
Jolly, Go, or their order, the mm of One Thyumnd Founds, for value 
received . 

John Careful §r Co. 

Ai Messrs, Steady §r Co, 

BankerSj 

Lombard Street. 


The acceptance is usually writtun across a lull, but 
sbould always be on the front, mot on the back of the bill. 
An indorsement, as the name implies, sbould be placcd on 
the back. 

The person who draws a bill is callcd the drawer ; the 
p ers on on whom it is drawn is called the drawee : after 
the bill is aeccptcd thc drawee is called the accepter. 
The person who indorses a bill is called the indorser ; thc 
person to whom it is indorsed is thc indorsee, The person 
who pays a bill is the payer; thc person to whom it is 
paid is the payée. These and similar ternis may be illus- 
trated h y a circumstauce said to hâve occurred on thc 
cross-examination of a witness, on a trial respcctiug a 
mortgage.— Counsellor. “Now, sir, you arc a witness in 
this case; pray do yon know the différence between the 
mort gager and the rndj^ee?”— Witness. “ To be sure 
I do. For instance, now suppose I nod at yon, I am the 
nod-er, and yon are tlie nod-cc.” The Word discountee, 
denoting the person for whom a bill is discounted, is 
not used in En gland, but I observe in the parliamentary 
évidence that it was employed by somc of the witnesses 
from Scotland, 

Ail hills, except those payable on demand or at sight, 
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are allowed three days J grâce, Thus, a bill drawn at two 
months from the lst of May, will fall due on tlie 4tL of 
July; but if that day be a Sunday, or a public holiday,* 
the bill will bc due on the day before. Sonic b dis, instead 
of beiog drawn after date or sight, state tlie time of pay- 
mcnt, as ff On the first of Àugust pay, &c/ J These bills 
are allowed the usual three day s of grâce, Such a bill 
would fall due on the 4th of Àugust. 

Some parties, when they indorse a bill, Write at bottora, 
ft lu case of need, apply to Messrs. C. D. & Co/ J That 
is, if the bill be not paid when due, Messrs. C. JX & Co. 
will on the day after it is due pay it for the honour of the 
indorsers, The notariés always observe the u cases of 
need JJ npon the bills that corne into their hands, and 
apply to the proper parties, The advantage of placing 
a case of need upon a bill is, that the party indorsing 
it receives it back sooner in case of non-payment. It 
also makes the bill more respectable, and seeures its 
circulation, 

TV ere it not for the spacc it occupies, if would be very 
désirable that the indorser of a bill of exchange should be 
compelled to state also liis address. This would prevent 
forged and fictitious indorsements, and give a banker who 
discounts a bill, a better opportunity of ascertaining the 
respectability of the parties. In case, too, the bill was 
unpaid, he might immcdiately apply to ail the indorsers, 

* To remové ail doubts npon tliis subject, an Act of Parliamenfc was 
passe^ (7th & 8th Geo, IY. chap, 5,) wlûch enacts, that from and 
atter the tenth day of Àpril, one thousand eight bundred and twenty- 
seven, Good Friday and Christ mas-day, and eyery day of fast or thanks- 
giving appointai by lus Majesty, is and shali for ail purposes whatevor, 
as regarda bills of exchange and promissory notes, be treated and con- 
sidered as the LovdVday commonly eallcd SundayY This Act docs 
not extend to Scotland, but it lias sinco been extended to Ireland. Tliis 
Act does not vitiate a bill dated on a Snüday, 
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whereas now he bas to (In<l tlicm ont in the best nay 
he can. The indorsers and drawer of a hill would liave 
earlier notice of its non-payment, and hâve a better 
opjiortnnity of obtaining their moncy from the antécédent 
parties. 

Bills are divided into Inland and Porcign. Tnland bills 
are tliose in which both the drawer and the accepter réside 
in Pngland. Bills drawn from Scotland, or Ireland, are 
considercd as foreign bills. Ii a foreign bill be refuscd 
acceptance or payaient, it slionld be iramediately protested 
and retuxned. An inland bill is only noted, and tlien 
only when refused payment. A foreign bill may be 
aeeepted verbally, or by letter ; bnt no acceptance ot au 
inland bill is valid, unless written npon the bill itsclf. 

When a merchant in one eountry draws bills upon a 
merchant residing in another conntry, he usually draws 
them in sets : that is, he draws two, three, or more bills of 
the same ténor and date. These bills are sent to his 
correspondent by different ships. Thus he seenres the 
swiftest conveyance, and his remittances will not be de- 
laycd by any accident that may happen to an individual 
sbip. In drawing thèse bills, it is always cxpressly stated 
wbether each bill be the first, second, or third of a set ; 
as, “ Pay tbis my first of exchange (the second and third 
not being paid).” On the payment of any one bill, the 
others are of no vaine. If a merchant, say at Paris, has 
a set of bills drawn on a merchant at London, lie will 
sometimes send over the first bill to his correspondent in 
London, to get it aeeepted, and to retain it until elaimed 
by the holder of the second. The merchant at Paris will 
then write on the second bill, that the first lies aeeepted 
at such a house in London, lie will then sell it, or pay it 
away. By this means he is snre that the bill he negotiates 
will not be rcturned to him, and greater value is given to 
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Iiis bill, not oui y as it lias the addition al sccurity of tbe 
accepteras naine, but, if it be drawn after sight, it will 
bccomc due so much the sooner. Whén the second bill 
arrives in London, the holder takes it to the bouse where 
the first is deposited, and it is immediately given np 
to him. 

Foreign bills arc often drawn at a “ usanceafter date* 
À usance from Amsterdam, Rotterdam, Hambnrgh, or 
any place in Germany, is onc month ; from France, thirty 
days; from S pain and Portugal, two months; from 
Swcden, seventy-five days ; from Italy, three months. 
Where it is neeessary to dmde a month upon a half 
usance, wliich is the case when the usance is either onc 
month or three, the half month is always fifteen days. 
Eills drawn from Russia arc dated according to the old 
style, and twelve days must bc added to the date, in order 
to ascertain at what time they fall due. 

A bill is sometîmes accepted for the honour of the 
drawer, or of one of the indorsers. Thus, if a bill from 
Hamburgh be drawn upon a person in London, who 
refuses to accept it, another party, knowing the drawer or 
one of the indorsers to be a respectable man, may accept 
the bill himsclf, for the honour of the party with wïiom 
hc is acqnainted, By this means he prevents the bill 
heiiig returned, with expenses. This kind of acceptance 
rendors him liahle to pay the bill on the day after it is 
due, but he can afterwards recover the amount from the 
party for whose honour ]ie bas accepted it, and, of course, 
from ail preceding parties. Rut, to seeure himself, he 
must not accept the bill until after it bas been protested 
for non-acceptance, and lie must write, " Accepted for the 
honour of A. B. & Co/ J upon the face of the bilh And 
when the bill is due, lie must not pay it, until it bas heen 
presented for pay ment to the drawee. 
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Bills acceptée!, and made payable at a hanking-house, 
in tbe usual manner, without the addition of the word 
OKLYj may be presented citlier at tbe bankmg-hon.se, or at 
the résidence of the accepter. Xn either case, it is a legal 
présentaient,* * as far as regards tbe accepter. In practice, 
liowever, bills are always presented at tbe place ivhcie 
they are made payable. If a biU bc addrcssed to a bank- 
ing-house or any otber place ORLY, tbe pavment cannot 
be enforced until it has been presented at tbat place. If 
any particular place of payment be mentioned in tbe body 
of a promissory note, it must be presented tbere. 

Wlien bankers receive any unaccepted bills, tbey send 
them ont for acceptance, if tbey bave four days to run. 
Tbey are left at tbe bouse of tbe drawee, and are called 
for on the following day. On tbe day tbe bills are due, 
the tellers présent tbcm in tbe morning, at tbe place 
where they are made payable. If not paùl when pre¬ 
sented, tbey leave a printed notice or direction, of which 
the following is a copy :— 


Bill for £ 

D r mm bÿ Mr . 

On Mr • 

Lies due at Messrs, Sieaây Co. 

]\ T o, Lombard Street, 

Phase bail between Two and Pour i/dock. 


If not paid by five o'clock, the bill is sent to tbe notary’s.-f 
It is brought to tbe banking-liouse tbe following morning, 
rvith tbe notary’s ticket attached to it, stating tbe reason 
why it is not paid. The bill is tben rcturned. If it bc a 
foreign bill, tbat is, drawn from any foreign land, it must 

* 1 & 2 Geo. IV, cap* 78. 

t l'or an account of the origîn of Notariés Public, sec the Histoiy 
and Principles of Banking. 
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be protested. Foreign bills are also protested for non- 
acceptance ; but iuland bills are not, nor even noted, but 
the party who remittcd tbe bill to tbe banking-house la 
adviaed of the circum stance. 

Bill s under tbe value of 40s. arc not subject to tlie 
atarap dut y; nor are drafta iipon bankers^ payable to 
bearer on demanda provide d tbe drafta arc drawn witbin 
bfteen miles of the banking-house,, and they specify such 
place j and b car date on or before tbe day on winch they 
are issued. À person drawing a chèque beyond tliis 
distance, is subject to a penalty of 100/.} tbe person know- 
ingly receiving itj to a penalty of 20/. ; and tbe banker 
paying it is liable to a penalty of 100/. Tbe post-dating 
of chèques to make tbem serve the purpose of bills of 
exchange, is subject to tbe same penaltics.* 

The folio wing is tbe forai of a Draft or Chèque :■— 


457. London , May l s 1827. 

Messrs. Uope, Rick , Co . Lomhard-street. 

Ray John Doe> Esq. or bearer 3 the sum of One ÏÏmdred Rounds. 
Æ100. Reter Tkrifiy Co. 


The words "or bearer” are essentially nccessary, or tbe 
draft must be drawn on a stamp, and indorsed by the 
party who receives it. 

Bills for 20s. and under 5/. must specify the namc and 
résidence of tbe payée; they must be payable witliin 
twenty-one days after date, and be attested by one sub- 
scribing witness. Every indorsement must be attested by 
a witness ; and must specify tbe namc and rcsidence of 
tbe indorsee. Àll bills drawn for a less sum tlian 20s. 
are illégal. 

* 55 Geo. III. cap. 184, 812; 813* 
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À Mil givcn for an illégal considération eannot be 
enforced by tbe drawcr., but it may bc enforced by au in¬ 
nocent holder who Iiad no knowledge of tbe illégal con¬ 
sidération, and who receiyed tlie bill before it was due. 
The principal illégal considérations are those arising frora 
umry, gamblingj and snmggling, Bills drawn at not 
more than twelve months after date ; arc exempt from tlic 
operation of tbe Xaws against usury, 

The folio wing is the Table of St amp D ntic s npon Bills 


of Exehangc 

Not excceding Exeeeding % 

2 months after months after 

date, ot 6Û days date, or GO 

sîght. days sjght. 

il s. £ s. £ s. d. £ s* d. 

Amounting to 2 0 and not exœeding 5 5 ,., 0 1 0 r „ 0 16 

5 5 20 0 ... 0 1 6 ... 0 2 0 

20 0 30 0 ... 0 2 0 ... 0 2 6 

30 0 ...... 50 0 ... 0 2 6 ... 0 3 G 

50 0 100 0 ... 0 3 G ... 0 4 6 

100 0 . 200 0 ... 0 4 6 ... 0 5 0 

200 0 300 0 ... 0 5 0 ... 0 6 0 

300 0 500 0 ... 0 6 0 ... 0 8 6 

500 0 1000 0 ... 0 8 6 ... 0 12 6 

1000 0 2000 0 ... 0 10 6 ... 0 15 0 

2000 0 3000 0 ... 0 15 0 ... 1 5 0 

3000 0 . — ... 1 5 0 ... 1 10 0 

Foreign Bills drawn in sets:— 

* j. d. 

Not cxcccding £100 ...... 1 6 each blH, 

Exceeding £100 not excecding 200 ...... 3 0 

200 . * 500 _ 4 0 

500 1000 ...... 5 0 

1000 ...... 2000 ...... 7 6 

2000 . 3000 . 10 G 

3000 ...... . . 15 0 


Foreign bills (those drawn from foreign parts) are not 
required to bear an Englisli stamp ; nor indeed any stamp 
at ail. But bills dated from any place abroad, but aetually 
drawn in England, on unstamped paper, are invalid, No 
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action eau be sustained to enforce paynient, nor can tbey 
be proved in the Court of Bankruptcy, against tîie cstate 
of even the accepter. A banber should thërefore use 
caution in taking bills wliere the drawers and the ac¬ 
cepter® are the sanie firm—one branch of the lionse 
residing in England, and the other branch residing abroad. 
Sueh bills. may bc fabricated in London, foi" the purpose 
of raisin g the wind. 

If a woman accepts a bül, and is married before it 
b e corne s due, lier husband may be sned for the amount, 
but she cannot. If a bill bc indorsed to a woman, who 
afterwards marries, lier husband must indorse the bill, 
unies® she indorses it as the agent and by the authority 
ot lier husband. Should she îiave occasion to sue any 
of tlie antécédent parties to a bill, the action must be 
brought in the name of the husband, or elsc in the joint 
names of the husband and the wife, If a woman who is 
actualîy married accepts a bill by and with the authority 
of lier husband, the acceptance is binding on the husband ; 
but if she accepts a bill without liis authority, lie cannot 
be legally compclled to pay it, unies s it werë given for 
articles necessary to lier sujiport. 

À per s on under twenty-one y car s of âge, whether ac¬ 
cepter, drawer, or indorser of a bill of excliange, cannot 
be sued at law, except the bill be drawn upon him for 
ueeessaries j but if lie draw a bill, and transfer it to a 
third per s on, the third party may sue the accepter. The 
terni iC necessaire s/ J is generally considéré d to include not 
only those thîngs whieh are essential to existence, but 
those also whieh are suitable to the rank of the party. 
Many articles are considcred necessary to the son of a 
nobleman, whieh would not bc necessary to a man of an 
inferîor station in society. 

If the drawee refuse to accept a bill, the holder may 
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immédiat ely bring an action for the amount a gain s t ail 
the other parties* without waiting until tlic bill becomes 
due» And sbould the word be written before tlie 

name of the drawce* it makes no différence, especially if 
it be written in such a mamier as if designed to escape 
observation. But it is the practice of the London bankers 
to hold bills refused acceptance* and merely give notice of 
the circumstance to the party wlio sent it to the bank. 
If* however* it be an i ni and bill, drawn after siglit* the 
bill is noted for non-acceptance. If it be a foreign bill, 
it is protested* and the protest sent to the last indorser* 
If the bill be not paid wben due, it is then protested for 
non-payment* and with the second protest returned to the 
last indorser. When a bill is drawn after siglit* tbe day 
on wliich it is noted or protested for non-acceptance* is 
regarded as tbe day on wbicb the drawee bas seen it, and 
the time on which it will become due is calculatcd ac- 
cordingly. 

If the accepter* drawer* and ali the îndorsers to a bill 
become bankrupts* tlie liolder may prove for the full 
amount under eacli commission* and receive a dividend 
under each* provided lie do not receive altogether more 
tkan 20^, in the pound. But if ke receive a dividend 
under one commission before proving under the otliers* lie 
can only prove for the balance. 

If a bill be lost* immédiate notice sbould be given to 
the accepter* and to the bankers or other parties at wkose 
house it may be made payable. If* after such notice* they 
pay the bill to any per son wlio had not given value for it* 
tliéy are accountable to tlie loser. But a per son who had 
given value for a lost or stolen bill* to a thief* or to a 
finder* can recover the amount from ail the parties in the 
same way as though lie had recelved it in tlie course of 
business from the last indorser* provided the bill was not 
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specially indorsed* But if it was specially indorsed, and 
the thief ot fi rider should hâve forged the indorsement, 
the lioldcr cannot recover the amount, even though lie 
may hâve given value for the bill, but hé must sus tain 
the loss. 

If a lest bill should hâve been specially indorsed, or if 
the loser can prove that the bill bas been destroyed, lie 
can brin g an action against the accepter for the amount. 
But if lie cannot prove that the hiU is actually destroyed, 
and it was indorsed in blank, hc cannot rccover from the 
accepter* For it is possible that a finder may pass it for 
a valuable considération to another party, vrho would tlius 
bc a bona fide holder, and might compel the accepter to 
pay him the amount. In this case, therefore, the loser 
has no redress in law 9 but he may apply to a court of 
cquity, and might obtain an order upon the accepter to 
pay the amount of the lost bill upon receiving a satisfac- 
tory üidemnity, The loser of a bill should cause payment 
to he demanded from the accepter the day it faits due, 
and give notice of dishonour to tlie drawer and indorsers, 
in tho same way as though he had the bill in bis pos¬ 
session* 

À country banker gave change for a Bank of England 
note for 100/. which had been stolem It was done at the 
time of the races, and immediately on opening the bank* 
Tlie party who brought it stated he had some hets to pay 
at tlie race-course, and gave a fictitious address, which 
was written on the note* The loser of the note brought 
an action against the banker, and recovered the amount. 
The judge who tried the cause, stated that in bis opinion 
there had been lâches. Le, neglect on tlie part of the 
bankers in not making further inquiry, and under bis 
direction tlie jury retumed a verdict for the plaintiff, 

Àny material alteration of a bill of ex change vitiates 
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tbe bill, and it cannot be lcgaUy enforced against any of 
the parties, unless tlie alteration be made before the bill 
be accepte d, and also before it lias passed ont of tbc hands 
of tlie drawer, 

Thus, if a bill be lcft for acceptance b y tbe drawer, and 
tlie drawee aller tlie date, time, or ainount of tbe bill, and 
thcn accept it, the alteration does not affect tbe validity 
of tbe bill : but if the bill be left for acceptance by a third 
party, and the drawee then ait ers and accepta tlie bill, tbe 
bill is vitiated. Àny alteration in tbe date, sum, lime, 
naine of drawer or payée, or appointing a new place of 
payment, is a material alteration, and requires a new 
stamp. But any alteration made only witb a view of cor- 
recting a niistake does not vitiate a bill, provided it be 
made witK tbe concurrence of ail tbe parties. If a drawee 
accepta a bill, and before lie gives tlie bill ont of bis 
possession, cancels bis acceptance, lie cannot be compelled 
to pay it. 

À bill mnst be presented in reasonable time. But what 
is a rmsonable time , is a question of considération for tbe 
jury; and tbe decision lias varied according to circnm- 
stances. If a bill be presented at a banker’s after tbe 
lionr of business, the presentment is not in reasonable 
time. Nevertbeless such a presentment is a legal pre¬ 
sentment, if tbe banker or any person on bis behalff shonld 
be tbere to give an answer to the party presenting it. 

Clieques, and notes payable on demand, sliould also be 
presented for payment within a reasonable time after tbey 
are received. It bas been held tbat a person wbo recelves 
a chèque is not bound to présent it at tbc banker J s tiU 
tlie next morning; and if tbe bank was at a distance he 
w t a s not bound to put tlie chèque into the post-office until 
the next day. But, perliaps, it won 1c! not be safe to rely 
npon tbese decisions. Ko general rule can be given; for 
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the time wliich may be reasonakle in one casa may be 
unreasonable in another. 

If a banker receive a bill or note by post, lie is not re- 
quired to présent it tintil tlie next day. 

A man taking a bill or note payable on demaud, or a choque, is not 
bound, lajrng aside ail other business, to présent or transmit it for paye¬ 
ment the very first opportunité It bas long since been decided, ni 
numerous cases, that, thongh the party by whom the bill or note is to be 
paid live in the same place, it is not neccssary to présent the instrument 
for payaient till the morning next after tho day on wiiicli it was received. 
And later cases h ave established, that the bolder of a choque lias the 
whole of the banking liours of the next day within wliich to présent it 
for pay ment,”* 

In the folio wing case it was decided that the présent- 
ment of a bill of exeliange at the clearing-house is a legal 
présent ment. 

« On the 11 th Septcmber, between one and two oklock, tlie défendants 
gave tlie plaîntiffs a elieque upon Bloxam & Co. then baukers, in pay- 
ment for goods. The pkintiffs lodged the chèque witli Messrs. Harnson, 
then bankers, a few minutes after four ; and tliey presented it between 
üve and six to Bloxam & Co,, who marked it as goocl. It was proved 
to be the usage among London banker s, not to pay any clieque presented 
by or ou behalf of another banker after four o'dock, but merely to mark 
it if good, and pay it next day at the clearing-house. On the 12th at 
noon, Harrisons J clerk took this choque to the clearing-house, but no 
poison attend ed for Bloxam & Co + , who stopped pay nient at nîne on 
that morning, and the chèque was therefore treated as dishonoured. 
The pkintiffs, in going with the chèque te Harrisons’, passcd Bloxams 
house,* O 11 a case stating these facts, the court held that there h ad been 
no lâches in the plaintiifs, in not presenting the chèque to Bloxam & 
Co. on tlie Ilth for payment, or in lus bunkers*, in not presenting it at 
the banking-house but merely at the clearing-house, and therefore gave 
judgment for the plaintif!”! 

Bill s raay be negotiated after fhey are due, but tlie 
party receiving an over-due bill cannot acquire a elaim 

* Byles’s Law of Bills of Exchange, page 123. 

1 Bayley on Bills of Exchange, 
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whicli the party holding thc bill did not possess, For 
instancej one party may draw an accommodation bill upon 
another. Às in tins case no value liad been given, the 
drawer could not sue the accepter for tlie amount But 
if the drawer h ad passed tins bill for value to a third party 
before it became due , that party could sue thc accepter, 
But if the drawer passed it to a tbird party even for value 
after it became due } thc third party could not sue the 
accepter, but would stand in the same situation as the 
drawer* 

If a party lodge hills with a banker for tlie purpose of 
being eollected, and the amount wlien received to hc 
placed to his crédit and the banker gets them discounted, 
and applies the money to his own use, the customer bas 
no redress except against the banker, The party who bas 
given value for the bills to the banker can enforce paye¬ 
ment of tîiem, 

Às the giving notice of the diskonour of a bill or chèque 
is of considérable practical importance,, I shall make a few 
extracts upon the subject from Mr. Justice Bayley’s Trea- 
tise on Büls of Excliange* 

Though no prescribed form be nceessary for notice of the dishononr 
of a bill or note, it ought to import that tlie person to whotn it is given 
is considérée! liable, and that payment from Mm is expected. 

Ând the notice ought to import that the bill or note has been dis- 
honoured : a mere demand of payment and threat of law proceedings in 
case of non-payment is not suïïicient. 

w Especîally if sueh demand be made on thc day the bill or note 
bccomes due. 

** Notice nrast be given of a failure in thc attempt to procure an ac¬ 
ceptance, though the application for such acceptance might hâve been 
unnecessary ; otherwise the person guilty of the neglect may lose his 
rcmedy npon the bill. 

K The notice must corne from the liolder, or from some party entitled 
to cal! for payment or reimbursement. 

“ A, notice from the holder or any other party will ensitre to the benefit 
of every other party who stands between the person giving the notice,. 

I 1 2 
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and the person to whom it is given. Thetefore a notice from tlie last 
indorsee to tlie drawer, will opérâte as a. notice from each indorsee, 
ft It is, ncvcrtheless, prudent in each party who reçoives a notice, to 
give immédiate notice to those parties against whom Le may hâve right 
t o daim ; for, t-Le liolder may hâve omitted notice to seme of them, and 
that wlH be no protection ■ or there may bc ditfioulties in proving such 
notice. 

" À notice the day tlie bill or note becorfies due is not too soon ; for 
though payaient may stül be made witkin the day, non-pay nient on pré¬ 
sentaient is a dishonour. 

il To such of the parties as résidé in the place where tlie présent ment 
was made, the notice mnst bc given at tlie fartheat by the expiration of 
the day following the refusai ; to those who résidé elsewhere, by the post 
of that or the next post day. Each party bas a day for giving notice, 
and he is entitlcd to the whole day ; at leastj eight or ninc o’dock at 
niglit is not too late, He wül he entitlcd to the whole day, though tlie 
post by winch he is to send it goes ont wilhin the day. 

ct And though there be no post the succeeding day for the place to 
which lie is to send. There fore, where the notice is to bc sent by the 
post, it wül bc snfficicnt if it be sent by the post of the foliowing day. 
Or, if there be no post the following day, the day after. 

Where a party reeeives notice on a Sunday, he is in the same situ¬ 
ation as if it did not reach Imn t-îll the Monday ; he is not houud to pay 
it any attention till the Monday ; and has fhe whole of Monday for tlie 
purpose. Bo, if the day on which notice ouglit thus to he given be a 
day of public rest, as Christmas-day or Good Erirîay, or any day appointed 
by proclamation for a solemn fast or thanksgiving, the notice need not 
he given until the following day. 

“ And it lias been held that where a man is of a religion which gives 
to any other day of the week the sanefity of Sunday, as in tlie case of 
the Jews, he is entitlcd to the same indulgence as on that day, 

tf Where Ckristmas-day, or such day of fast or thanksgiving, shall be 
on a Monday, notice of the dishonour of bills or notes due or payable the 
Saturday preceding need not be given mit il the Tues day. 

“ And Good Eriday, Christmas-day, and any day of fast or thanks- 
giving, shall, from 10th Àpril, 1827, as far as regards bills or notes, be 
treated and considère d as Sunday. 

" Eut these provisions do not apply to Seotland. - 
“ If the liolder of a bill or note place it in the hands of liis banker, the 
banker is only boimd to give notice of its dishonour to lits enstomer, in 
Ukc manner as if the banker were himself the holder, and his enstomer 
were tlie party next entitlcd to notice. 

“ And the enstomer has the like time to communicatc such notice, as 
if he liad recelved it from a holder. 
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Cf And tbere fore by thns plaeing a bill or note in a bauker’s hands, the 
inimber of persons from wliom notice must pass is inereascd by one. 

“ Thns notice sent by a London banker to a London eustomer, tlie 
day aftcr the dishononr, is ni time ; and if the eustomer communicate 
that notice tbc day following, that will h© in time also, 

cc It is no excuse for not giving notice tlie next day aftcr a part y re¬ 
çoives one, that be received bis notice eailier than tbe preeeding parties 
were bound to give it ; and tbat Le gave notice within wliat would bave 
been proper time if cacb preeeding party had taken ali the time tbe law 
allowed him, Tbe time is to be caleulated according to the period wdien 
tbe party in fact received bis notice. Nor is it any excuse that tbere 
are several intérvening parties bcUvccn him wbo gives the notice, and 
défendant to wbom it is given ; and tbat if the notice had been commn- 
nicated through tbese mtervening parties, and eaeh had taken tlie time 
the law allows, the défendant wonld not hâve had the notice sooner. 

t£ Sending a verbal notice to a mcrchant’s conntmg-houae in the ordi- 
uary tours of business, at a time wben hc or some of bis people niigbt 
reasonably be expected to be tbere, is suffîcient ; it is not ncccssary to 
Icave or to send a written notice, or to s end to the bouse where be lives, 
Sending notice by tlie post is sufficient, thongh it be not received ; and 
where tbere îs no post, it is sufficient to send by tbc ordinary mode of 
conveyancc. 

And it is not esscntial the notice should be sent by tbe post where 
tliere is one ; sending to an agent by a privât e conveyance, that he may 
give the notice, is sufficîent, if the agent give the notice, or take due 
steps for the pur pose, without delay. 

ff Notice to one of several partners is notice tb ail : and when a bill 
bas been drawn by a firrn upon one of tbe partners, and by him accepted 
and dishonoured, it is unneccssary to give notice of sncb dishononr to 
the drm ; for, this must necessarily be known to one of them, and tbe 
knowledge of one is tlie knowledge of ail. 

t( Upon an acceptance payable at a banker s, notice of non-payment 
liccd not be given to the accepter ; for be makeÈ tbc bankers bis agents ; 
presentraent to them is présent ment to him* 

“ A person wbo lias bêen once discharged by ladies from bis liability 
on a bill or note, is always discharged. And, tberefore, where two or 
more parties to a bill or note bave been so discharged, but one of them, 
not knowing of the lâches, pays it ; lie pays it in bis own wrong, and 
cannot recover tbe money from anotber of sucb parties.” 

As many bill s drawn in foreign Lin guage s pass througli 
tlie h and s of a London banker, it may be useful to 
give a list uf some of those words wliich express tbe 
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amount and thé time, thc two main points in a bill of 
exchange : — 

English . 

Gcrman . 


Frêne à .Un 

Halimi . 

Sjmnüh 


One 

Two 

Tliree 

Sixty 

Ninety 

Ein 

Zwei 

Drei 

Seclizig 

Neunzig 

Een 

Twee 

Dric 

Zestig 

Negentig 

Un 

Deux 

Trois 

Soixante 

j Quatre-vingt-dix, 

X or Nouante. 

U no 

Due 

Tre 

Sessanta 

N onanta,orN ovauta. 

Uno 

Dos 

Très 

Scsenta 

Noventa 

Hum 

Dous 

Très 

Secenta 

Noventa 

En 

Twa 

Tre 

Sexti 

Nitti 

Een 

To 

Tre 

Tr edsindstyve Halvfemtesmdsty v e. 

English ..,. 


Montlis after date. 


Germait , „. „. Zwei Monate nack data - 

Fuie h . Twee Maanden na dato, 

Freneh .,. À deux mois de date, 

îialian .. À duc mesi dope data. 

„ . 7 fÀ dos meses de la feciia. 

S *“ >mh .(A. dos me ses data. 

Forluguese . A doue messes de data. 

Swedïsh .. Twa manander ifrau date. 

Banük . To maaneder efter dato. 


English .. Tliræ days affcer sight. 

Germm . Drci tage nacli sicht. 

Duich ....... Dde dagen na zigt 

Freneh __ A trois jours de vue. 

Jtalim .(A. tre giorai vis ta. 

IA tre giorni dopo vista, 

Bpmuh .. . . À très dias vista. 

PoHuguese _ A très dias vista. 

Swedish . Tre dagar efter sigt. 

Danish .. Tre dage efter sigt* 

In ail tlie above languagcs, {t at sight ” is usnally 
expressed h y a vista } exccpt thc Fr en ch vvhicli expresses 
it by à vue , u Àt usance ” is expressed by a uso or cul 
uso. The naines of the inonths so nearly resemble thc 
English, that a mistake eau but rarely occur. 

* These phrases are taken from a small pamphlet, cal le d The Inter¬ 
préter, compüed and translated by a Membcr of the Society of Public 
Notariés in London. 
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The following are forma of bills in each of tlie aboyé- 
mentioned languages 


PilENÇH. 

Lille, le 23 Septembre, 1848* Bon pour £158 9 Sterling. 

Au vingt-cinq Décembre prochain, payez par ce mandat a F ordre de 
nous-mémes la somme de cent cinquante-huit livres sterling^ 9 schellings 
valeur en nous-mêmes et que passerez suivant P avis de 


À Messrs. _ 

à Londres. 


Gesman* 

mrnbsrg, den 2S Oetober, 1848, Fro £100 Sterling. 

Zwei Monaie nach dalo zahlen Sie gegen cliesen Prima Wechsel an die 
Ordre des Herrn ________ Ein LLunderi Fftmd Sterling den ! 

Werlh erhaUen ♦ Sie bringen solche au/ Bechnung tant Bericht von der 


îLerren _ 

London * 


Durcir, 

Grouw, den lrf November, 1348. Voor £59 17 6 

Twee maanâen nu daio gelieve UEd te heialen voor dezen on zen 
prima JFisselùrief de secunda met betaald zyude aan de ordre van de 

Ileeren ___ negen Bp vyftig Fondai zeventien schelling 

en zespences sterling, de waarde in rekening UEd stelle het op rekening 
met of zonder advgs van 

de Heer __,_ - 

te London. 


ItàLIAN* 

Livomo, le 25 Settembre, 1848, Fer £500 Sterling. 

A Tre mesi data pagaie per quest a prima de Cambio {una sol voilai) 

alV ordine __* ta somma di Lire cinque cento 

sterling valut a cambia ta, e ponde incontoM* S. seconda Pavviso Addio 


Al _ _ 

Londra. 
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SpANISH. 

Malaga, d 30 de Mb™ de 1848. Son £300. 

A novenia dias fecha se servirait V e mandar pagarpor esta primera 

de cambio d la orden de los S res _ ___ Très dénias 

Itéras Ester linas en oro o plat a mlor redbido de dhos S™* que 
anotaran mlor en citent a segun aviso de 


A los S r ™ 
Londres. 


PORTUGUESE, 

£600 Esterlinas. Lisôon, aos S de Dezembro de 1S4S. 

A Sessenia dias de vista preckos pagarâ V _ ; _ pot 

esta nossa miiea via de Letra Segura, à nos ou à ?iossa Ordem a quan- 
tia admet de Sets Centas Livras Esterlims mlor de nos recebido em 
FazendaSy que passera em Comta segundo o aviso de 

Ao Se A _ 

Londres . 


SWEDISII. 

Bjorneberg, den 33 Septemher, 1843, For £ SierL 100. 

NiUio Dagar efter dato behagade H . H\ emot denrn prima Wexel 

{secundo obeiald) hetala iill Herr __ elle ordres 

Eithundra Pimd Sterling sont stalles i rakning enligt avis. 


ILcrrar ___ 

London , 


Danish* 

Kjobenhavn % 9 Deeember, 1848, Rbae 4,000. 

Tre maaneder efter dato behagçr de ai betale demie Prima Vcxel, 

secmula ikke , til Herr __ eller ordre med Pire 

Ttisinde Rigsbank Dater t Paint ta modtagei og stilles i Regning ifolge 
a dois. 

H errer _____ 

London. 
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Bill s of exchange form a large proportion of thé 
eirculating medium of Lancashire, and supply the place 
of eountry notes, The following accoimt is giyen by 
J. Gladstone, Esq, M.P, 

“ We sell our go ods, not for paymonts in cash, sucli as are muai in 
other places, but gencrally at crédits from ten days to three months, to 
be thon paid for in bills on London at two or tkree months 1 date ; tliose 
bills we pay to our bankers, and reçoive from tkem bills or cask when 
we bave occasion for ëîther, to make our pay mente. The bank notes or 
gold we require for our ordinary purposes and charges of merci) andi se of 
every description. The account is kept floating. The interest on both 
sides is calculated at the same rate, at présent five per cent, Last y car 
the rate was redueed to four ; and the bauker charges a commission of a 
quarter per cent, on the amount of one aide of the account ; that charge 
is liis rémunération, and that of bis bankers in London, for paying our 
acceptance there, both inland and foreign. Tîic account fluctuâtes, 
depending ou the confidence the banker may h ave in his eus t orner s ; if 
that confidence is entire, the customer is occasionally in his banker 1 s 
debt, but more frequcntly the balance is in his favour. 

“ Docs that extend to the whole of Lancashire ?—I believe the System 
at, Manchester, P res ton, and the other principal towns, is similar ; I am 
not awarc of any other, TJiere are somc small eountry bankers in the 
neigkbourhood of Manchester, who issue promissory notes, but I do not 
know any tliing of tkeir practice : nonc of the more respectable bauks in 
Lancashire do issue them,”^ 

ff If I sell a thonsand ponnds 3 worth of goods to a Wholesale groeer, 
or any other per son who again distributes them to his customers in the 
eountry, when he cornes, to pay me the 1000/. he will do so in bills, run- 
ning from 10/. to any other sum ; the 1000/. may he paid in twenty or 
tkirty bills of exchangc, drawn on London, and gencrally at two and 
sometimes threc months date.^f 

Mr, Lewis Loyd, of the firm of Messrs. Jones, Loyd & 
Co, estimât ed in 1820, that the circulation of Manchester 
consista of nine parts bills of ex eh ange, and the tenth 
part gold and Bank of England notes, Other a tliink, the 
proportion is as higli as tw r cnty to one, or even fifty to one.if 

^ Lords, 216, Gladstone. f Lords, 227, Gladstone, 

t See Evidence of Lewis Loyd, Esq. and of Air. Henry Burgess, 
before the Committec of the House of Lords, pp. 294, 298. 
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Mr. Loyd stated he bad seen bills of 10£ vrith 120 m- 
dorsements upon them ; and when the starnp duties were 
lower, bills wcre drawn of a Iss s amount. Ile gives the 
following criÊeria of accommodation bills. Bills that 
are issued for spéculation gencrally travel to London veiy 
rapidly, with very fewr indorsements upon tbcm ; tbey are 
wanted to be couver tcd into bank notes immediately, and 
corne quite clean, and without any marks of negotiation 
upon them * and besides tbat we know tbc parties upon 
tbem pretty well/ J In Seotland an accommodation bill 
is callod a winS bill* 

It may be mentioned, tliat after tlie establishment of 
branches of the Bank of England at Manchester and 
Liverpooi, the bill circulation of Lancashire was consi- 
derably diminished. Most of the banks made agreements 
witli the brancb bank, stipulating that in considération of 
baving a certain amount of discount, at a reduce d rate of 
inter est, they would not issue for local circulation, any 
bills they h ad discounted for their customers. Tliese 
agreements hâve been modified since the Act of 1844; 
but still the main circulation of Lancashire consists o± 
Bank of Engknd notes. It woukl not now be possible to 
find a bill with 120 indorsements* 

Tlie lato Mr. Leatham attempted to calculate the 
amount of bills in circulation, or more properly speaking, 
in existence, duriug eacli y car. He, through Lord Mor« 
p et h, obtained a return of tlie number of stamps issned 
from 1835 to 1839 inclusive, and bascd his calculations 
on the supposition tliat each bill was circulâted for half 
tlxc amount wbich the stamps would cover, which was 
considerably under the amount, Erom the expérience of 
his own bank, compared with tbat of the principal dis¬ 
count offices in London, he fourni that the average date 
of bills, including foreign and inlland, was tbree months. 
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He then took the wholc stamps for a year, and divided 
tkem b y four, which gave the amonnt circulating at one 
time, 3j a sitnilar induction, he cstimated foreign bills 
at onc-sixth of tlie Englishj tliough the proportion was 
rather grcatcr; and he took the same average for Irish 
bills in the years where no official returns had been 
made** 

There arc some knotty questions connected ivith bills 
of exchange ; snch as, Ought bills of exchange to be re¬ 
gard ed as currency ? Hâve bills of exchange any effeet 
on the prices of commoditics ? In what way do bills of 
exchange adjust the foreign exchanges? We bave dis- 
cüssed these questions elsewhcre ; but as tkey more appro- 
priately belong to the science than to the practice of 
hanldng, we do not introduce them into the présent 
work. 


* See Mr. Leatham’s Statement ou the following page. 
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SECTION VL 


THE ADMINISTRATION OB A BANK WITH REGARD TO TIIE 
EMPLOYAIENT OE ITS SURPLUS EUNDS. 


The means of a London banker consist mainly of his 
capital and Ms deposits. Â certain portion of this sum 
is kept in flie till, to meet daily demanda ; another 
portion is àdvanced in the way of discounts or loans to 
his customers. The remaînder forms his surplus fund; 
of which a part will probably be investecl in Government 
securities; loans to bill brokers^ payable on demanda in 
short loans on the Stock Exchange, or in first-ratc bills 
obtaincd through the bill brokers, and bence styled 
brokers* bills. The Government securities are the more 
permanent of these investments. The amount will seldom 
vary. It is not deemed creditahle for a bank to specnlate 
in the funds, or to buy and s cil stock frequently, with a 
view of making a profit by the différence of priee ; hence 
a banker sells his Government securities only in a se as on 
of pressure, as a means of précaution, or in order to meet 
urgent demanda. On other occasions, lie will, when neees- 
sary, rcduce his short loans or brokers* bills. Thèse for ni 
his fluetnating investments. In s casons when money is 
abondant his deposits will increase, and per chance, at the 
sanie time, the demain! of his customers for loans or 
discounts will diminish. His surplus funds will thus 
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increasc. Eut tîicse temporary surplus fonds he will on no 
account invest in Government securities, as his deposits will 
be certainlÿ, and perhaps suddenly, reduced, and he might 
baye to réalisé liis Government securities at a loss* He 
will in tliis case increase liis loans to brokers, and his 
brokers’ bills, And thougli lie will get as muet interest 
as lie eau, lie will take a ver y low inter est rather than 
keep the money improductive in liis till, or invest it in a 
more permanent for nu We will now take a short review 
of tlie different kiuds of investment we bave mentloned. 
The tbrec grand points for considération are, conver- 
tibility—exemption froin loss—and a good rate of interest. 
But ffrst we will notice those circumstances which regu- 
late the amount of cash to be kept in the till. 

Tlie amount of money which a banker will keep in his 
till dépends upon cireumstances. First, the amount of 
lus deposits, It is natnrai to suppose tliat wlien bis 
deposits are large, be will keep more money to meet them 
than wben bis deposits arc srnalb—Secondly, the amount 
of his daily payments. Tbese w r ill not at ail times corre¬ 
spond with the amount of the deposits ; for some accounts 
are more operative than otliers. On commercial accounts, 
for instance, the payments will be mneh heavicr in pro¬ 
portion to tlie average balance than on accounts which 
are not commercial, The city bankers pay much larger 
sums every day, in proportion to fhe amount of tlieir 
deposits, than the bankers at the west-end.—Thirdly, if 
a banker issues notes, he will keep a less amount of other 
inoney in bis till* The popular opinion is, that he lteeps 
more, as be bas to provide payaient for bis notes as w r ell 
as bis deposits. This is true in scasons of pressura. But 
in ordinary times be keep s less, as be pays tlie chèques 
drawn on account of liis deposits with bis notes, and these 
notes often get into the hands of anotber banker, with 
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whom he settles by a draft on London, His reserve to 
me et Lis notes, is kept, not in his own till, but in London, 
where it probably yields him interest, Tndeed, when liis 
deposits are withdrawn in large amounts, tliey are more 
usually withdrawn by a draft on London than in an y 
other way.—Fourtbly, tlie number of tbe brandies, If a 
bank lias many branches, tbe total ainount of cash kept in 
tbe tills of the head office and ail tbe brandies put toge- 
ther, Tvill be considerably more than would be reqnired if 
tlie wliole of the business werc collected into one place. 
In tbe case of a run tlie différence is considérable, as 
every point open to attack must be well fortified, Tlie 
stoppage of one branch, even for a short traie, would 
bring discrédit upon tlie whole establishment.—Mftlüy, in 
London the aniount of notes to be kept in till mil be 
affected by the privilège of clearing, Those bankers that 

elear/ J can pay bills and chèques upon them by thé 
bills and chèques they hâve upon other bankers. Those 
banks that do not clear must pay ail the bills and chèques 
upon them in bank notes before they reçoive paynient 
of the bills and chèques tliey bave upon other bankers, 
Hence they must lock up every night with a larger amount 
of cash in their vaults, 

We need hardly say that with every hanker tlie amount 
in the till will fluetuate from day to day. Though a 
banker lias a. certain average amount in liis own mind, 
below or abovû which lie do es not swerve very widely, 
y et tbe cash-book will seldom be cxactly tliis amount. 
Sometimes lie will strengthen his till, in the prospect of 
large payments that may corne upon him snddcnly, At 
other times hc will run his till low r for a day or two, in 
expectation of large su ms that will shortly be due to him, 
Luring tlie day, too, eifher tlie rcceipts or tlie payments 
may be lieavicr than lie cxpcctcd, and lience, now and 
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then, the cashier reports to the chief clerk or to the 
banker, the state of the till, in order that, if neêessary, it 
may be replemshed. The tempérament of a hanker, too, 
lias sorne effect in this case- Some tankers are so cau¬ 
tions that they will (< lock up n YÛtli a large amount ot 
cash ; others are so anxions to make profit, that they Avili 
keep their cash ver y 1o\y, The statc of the money market 
will also influence the tills of the bankers. When money 
is abondant a banker will lock up with more money 
than he wants, bccanse he cannôt employ liis fonds, 
When money is so scarce as to betoken a pressure, lie 
will also lock up strong, so as to be prepared for any 
emergency. In fact, there can bc no general rôle foi 
régulât in g the amount of the till, Every banker must bc 
gui de d by the expérience of his own bank* Tlie direct or s 
of the Bank of England consider that their reserve in 
bank notes and gold sliould be eqiial to about one-thiid 
of their deposits, From the accounts published hy some 
of the London joint-stock banks, it wonld appear that the 
“ cash in hand ” is equal to about one-fifth or one-sixth 
of their liabilities. Even tliis, we conjecture, is a highci 
proportion than that whieh is gencrally kept by London 
banker s, especiaily by those who settle their accounts 
with eack other at the clearing bouse. 

To résumé Àfter a banker lias furnished liis till, and 
supplicd his eustomers with auch loans and discounts as 
they may require, lie bas a surplus of cash. Tins surplus 
may he consi dered as heing divided into two parts 
though it is never actually so divided—the permanent 
surplus, whieh the banker is not likely to require, ex- 
cept in seasons of extrême pressure, and the temporary 
surplus arising from fluctuations in the deposits. We 
sliall now notice those modes of investinent to whieh we 
hâve referred. 
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'With regard to Government seciirities ; wc hâve high 
authority from thé testimony of pracfcical bankers. The 
following are quo tâtions given before the Joint e stock 
Bank Committee, in tlie ycar 1836, by the lato Vincent 
Stnckey, Esq, the fourni er of Stuckey J s Banking Company, 
in Somersetshire, and James Marshall, Esq. the retired 
Sécrétary of the Provincial Bank of Ireîand. 

Mr. V* Stuckey 

“ Y Imt is y0Ur reason for ^eeping 30 large a sum in Government 
stock P—I hâve always found from my expérience, ex cep t two duys in 
my life, that 1 could get money more easily upon those securities than 
any other. 

ff Is it easier, in times of emergency, to obtain money on Government 
stock than on good Mercantile bills ?—I hâve always found it so, 

" You do not concur with any witnesses who State that tlicy hâve 
found good negotiable bills more easy to obtain money npon than Go¬ 
vernment stock ?—!N T o : I hâve ne ver found that with a good bill ; even 
of the bouse of Baring* I could get money more easily than on Govern¬ 
ment stock, 

" Do you eonsider that, gcnerally speaking, in London the rate of 
interest at which you borrow money on exchequer bills and stock is 
notorioLisly lower than that at which you borrow on bills of exchange F— 
les, it is lower, and for that reason we generally aclopt it. J> 

Mr* James Marshall 

“ Will you inform the Conimittee whetlier it ïs the usage of the Pro¬ 
vincial Bank to invest any portion of its fonds in the public securities ?— 
It bas been its uniform practice so to do, 

" hy public securities, what do y on rnidcr stand ?—The Consola, for 
instance ; there arc various kinds of Government stock ; exchequer bills, 
and Bank of England stock, are genemlly considérée! as a public sort of 
security. 

Do you liold stock m London only, or in Dublin as well as in 
London P—In Dublin but to a limited amoimt, beeause it is not easily 
convertible there. 

i “ Ou wliat ground is it that it is not easily convertible in Dublin F— 
b rom the limited nature of the market as compared with London ; we could 
not seil even an immaterial sum without lowering considerably the price, 
"Hâve there not been at varions times, from varions causes, mus on 
the Provincial Bank, which rendered it ncccssary to supply large amounis 
of specie to that country ?—There hâve, rcpeatedly, 
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« Do you eonsider, from your expérience, that it would hâve been 
competent to the b,mk to bave mamtaâned ils full security, wrth satis- 
faction to the direct ors, if they had not been possessed of very considér¬ 
able funded property in tins country P—Certaînly not ; spcokmg of the 
last run that bappened espccially, I must say that tbat differed iront any 
former run in tbis respect. 

“ You werc conversant witb the management of the Scotch hauts 
prior to your connexion witb the Provincial Bank P Yes. 

« Is it not the usage of ail the Scotch banks in like manner to mam- 
tain a very considérable portion of their fonds as inveated m the Lovcrn- 
ment securities ?—I believe thé practice with ail is gencrally so, bnt i 
can speak particularly to tirât of the three oldest bank s-as they are 
commoiüy called, the three ehartered banks,—the Bank of Seotland waa 
crected by Aot of Parliament, the lloyal Bank of Seotland and the 
British Linon Company are ercctcd by charter, but hâve been îeeoginser 
in the Mme way, so tirât lliere are tlrree public banks in distinction to 
any of tire subscqucntly-formed batiks ; I eau state from Personal know ¬ 
ledge, that these banks bave liad always a very largo sum mdecd nivesfcri 

in the funded property of the kingdom. i 

ic Do you eonsider it would b s a. safe system of b&nkingj i 1 10 Ctï]>i lL 
of tlie bunk was altogcther invested in commercial bills P—Certamly 
not.” 


Of thé varions kinds of Government stocks consols aie 
the bestj as there is a more ready market for tliis kind 
of stock, and money can usually be borrowed on them 
nnt .il the next account day ; so that, if a tanker lias only 
n temporary demand for money, ho may thus obtain it at 
a moderato interest, when, by selling his stock at that 
tirae, hc might sustain loss. The Bank of Engl and has 
recourse, sometimes, to this mode oi strengthenmg ber 
reserve, Sometimes, too, a banker may make a profit by 
iending his comols, At the monthly settlings, arnong the 
brokers, stock is sometimes in demand, and money may 
be obtained npon consols, until the next settling, witbout 
paying any interest ; and the banker may employ tlie 
money in the mean time. As, however, the rate of interest 
is usually low in such seasons, his profit will rarely lie 
grcat. 
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It is not advi sable, howevcr, tliat ail the stock a batjker 
holrls slianldïonsist of consols. For a raonth beforc the 
payaient of tbe dividends in January and July, tbis stock 
is shut, and during thosc timcs be can neither sell bis 
stock, nor borrow money upon it. This may be incon¬ 
vénient, and lie can only ayoid tbis inconvenience by sell- 
ing or lending bis cons ois, just before tbe sliutting, on tbe 
best ter ms be can. To avoid eitber of tliese alternatives, 
it is b et ter lie should divide his stock, and liold haîf the 
amount in consols, and half in reduced 3, or in tbe 3± 
per cents. Tbe dividends on thèse latter stocks are pay¬ 
able in April and Octobcr, so tliat by this mcans the 
banker ivill aiways hold an open stock ; when consols are 
shut, the reduced 3 and the 3 y per cents, are open, and 
vice versâ. Tbere are no time bargains in tbe reduced 
3 per cents., or in tbe 3| per cents. ; but in ordinary times 
money can be borrowed upon them at the market rate of 
interest. In seasons of pressure these are not so saleablc 
as consols. Bank stock. India stock, and long anuuities, 
not being readily convertible, are not gencrally good in- 
vestments for bunkers. 

Some bankers avoid ail Government stock, and givc a 
préférence to exchoquer bills. Tbey bave some advantages. 
As tbe Government must pay tbe amount demanded in 
Mardi or June, when tbey become due, therc can be no 
loss beyond the amount of the premium at whieh tbey 
were pnrcliased. A banker, too, can borrow money upon 
them quietly and secretly. A transfer of stock is always 
known, and, il for a large amount, will, wben money is 
scarce, excite notice, and give the impression tliat tlie 
banker is compebed to reahse some of bis securities, to 
me et demands made upon liim by bis depositors. .But a 
banker can band bis cxchequer bills to a stock-broker, 
who will bring bim tbe money, and the party wlio bas 
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grantcd the loanwill knownothing about the par ty for whom 
it was requirei On the other hand there are some dis- 
ad vaut âges, Àlmost every change in the market value of 
money affects the price of exehequer bills, and whenever 
money b ceo mes abundant, the Government are very apt 
to reduce tlie rate of interest muck below that which can 
be obtained from consols. But a greater objection is, that 
even in or dinar y time s j they arc hardly saleable in large 
amounts. There are not now so many exchequer-bill 
jobhers as formerly, and hence these bills are not so 
rcadily saleable. On this aecûunt* the Bank of England, 
who were formerly large holders of exehequer bills, hâve 
changed their System, and are now holders of stock. The 
City bankers, too, prefer piaeing their money witli tlie 
bilhhrokersj to investing it in exehequer bills, But they 
arc still a favourite mode of inv est ment with bankers at 
the West-end* 

Easfc India bonds yield a higbcr inter est than exehequer 
bills, and the interest cannot he redueed until after twclve 
months J notice from the East India Company. But they 
are by no means so saleable, Money, however, may gene- 
rally be borrowed upon tirera ; and the loans of the Bank 
of En gland cire always annonneed to be granted on ff ex* 
chequer bills, India bonds, and other approved securities.” 

Bonds of corporations, or of public companies, are by 
no means proper investments for a banker, cxcept to a 
very modérâte amount, and wlien they hâve a short time 
to run. They may, h une ver, be taken as sccurity for 
temporary advanees to respectable enstomers. 

Good commercial bills, of short dates, bave this advan- 
tage over Government stock or exehequer bills, that a 
banker is sure to reçoive back the same amount of money 
winch he advanced. He can calculate, too, upon the time 
the money will be received, and rnake his arrangements 
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accordingly* And if unexpectedly ho should want thc 
money sooner, the bîlls can, in or dinar y times, be redis- 
countcd in the money market* Ànotlier adyantage is, tliat 
h g is able to avail himsclf of any ad van oc in the eurrent 
rate ot interest* Hé will get no higher divïdend from lus 
investment in Government stock, should money after- 
wards become ever so valuable* But with regard to bîlls, 
as they fall due lie mil reçoive a higher raté of discount 
with the new bills lie may take, and thua, as the market 
rate of in ter est ad varices, his profits will increase* 

The bankers of Lancashire usually keep tlie wîiele of 
tlieir re serves in bîlls of ex ch ange* If tbey liave a “good 
bill ease/ J tliat is, a large amount of good bills in their 
case, tliey think the ms cives prepared to meet any exner- 
gency* Their objection to Government sccuritics is 
foonded, first, upon thé low rate of interest which they 
yield; and, secondly, the possibility of loss, from fine- 
tnations in price* They contcnd, too, tliat good bills of 
ex change are more convertible tlian even exéhéquer bîlls ; 
and, even if not convertible, tlie money cornes back as the 
bills fall due, and thua the reserve is constantly repie- 
nislied* The folîowing evidence was given before the 
Committee on Banks of Issue, in the year 1841, by Mr* 
Paul Mo on James, the Manager of the Manchester and 
Salford Bank 

"Do you mean to say tliat no portion of the capital of jour bank is 
hivcstcd in any other secmity tlian bills of exchange ?—Àt the présent 
time it is not. In thc office, at ail tinicSj we liave a large r amount tlian 
tlie lîabilities oi the bank in good büls of ex ch ange. Tliey are Corning 
diîc every day, and are therefore considered a very éligible investmenh 
It is advantageous to a bank wlicn it is in a position to get tliose kind 
of bills, 

" De y on consider tliat bills of exchange may safely be relied npon, as 
affording tlie me ans by whick to obtain money wh en ever y ou want it ?— 
Aftcr a very long expérience, I consider tliat tliey may be safely relied 
upon ; they bave ne ver l'aile d. 
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“Di(l you never kuow tlicrn to l'ail?—I bave known exchequer bOla to 
fail, but I bave never kuown bills of excbange to fait. I am alludmg to 
tbe panic of 1825 . I could not sell cxobcqucr bills foï se ver al honrs at 

that time* , 

» You could discount bills P—At that tune money was obtamod upon 
bills on the sanie- day on which I could not get money for cxdicquei 
büls ; and, having paid a liigb premium foï exchequer bills, and met witb 
great loss, I bave rather au objection to hold them. 

ci Bo you mean to say, that you recolleet a day upon which you could 
obtain money upon bills of exchange, and could not obtarn money upon 
.excbequer bills P—I do. ,J 

Some of tliÊ Scotch bankers, too, seem to he favoui able 
to investments in commercial bills* Mr. Anderson, tbe 
General Manager of tbe Union Bank ot Scotland, gave 
tbe following evidence before tbe Commit!ee on Banks of 
Issue, in 1841 :— 

« Do you cousidcr, m fact, tbat the holding of a reserve in Govern¬ 
ment seeimties, goH, and Bank of England notes, mdependently of tbe 
ordiuary daily operations of jour business, is, or is not, essential to the 
pcrfect safety of a bank ?—I do not thmk that il is quite essential tbat 
they should he Government soeur it les. À variable seeuxities I should 
tliink quite essential, but thon cornes tbe question, B' bat is availablc ? 

Are you of opinion that bills of ex change are a proper description 
of reserve, to bc held independently of tlie other spccics of reserves that 
bave been meutioned P—I should tliink so. 

ff You think that bills of exehange may safely be relied upon at ail 
times ?—Wc bave Mr, Gumey’s authority for saying so. 

“ Is there no essential différence between keepiug exchequer halls and 
stock, and keeping bills of exehange as réservés ?—If tlie bills ot excbange 
arc pcrfectly well securcd, I should tliink not, so far as tbe safety of the 
bank is conceraeÆy 

The authority of Mr. Samuel Gurney, from bis liigb 
standing in the City, is so eonstantly referred to upon this 
subject, tbat we copy bis evidence. It ivas given before 
tbe Committee on Joint-stock Banks, in tlie year 
1836; grevions, of course, to the passing of tbe Act 
of 1844. 
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îs Would Eût ilio resu.lt from that opinion be, that a properly-condueted 
establishment, whether a private or a joint-stock bauk, should hâve somc 
Government sccuritics or exchequer bills on which always to rcly as a 
rcsourcc in a moment of such emergency P—Expérience lias sliown tbat 
it is not needful ; bills of exchauge are qui te as good a security to hold 
iu time of difhculty as exchequer bills or stock ; in rnosi respects very 
much botter, 

ec Cannot you eonceivc a state of things in the money market—a state 
of mercantile discrédit, for iostance—wh en it miglit bc possible to pro¬ 
cure money on Goveniment sccuritics wlicn it could. not bo procured on 
privatc security in the shape of bills P—Such dlfliculty may possibly 
exist nnder very peculiar cîrcum stances ; but I repeat my opinion, tbat 
bills of exchange hâve proved themselves to be a better investment for 
bankers than stock or exchequer bills. 

“ It is quîte intelligible why, in ordinary times, bills of exeliange 
sbould be a préférable investment for money, inasrnueh as tlicre is no 
risk of loss by variation of premium in the purchasc and resalc ; but 
would you wish the committee to suppose tbat in the case supposed by 
the question, of a great dcgrcc of mercantile discrédit and doubt, an 
amount of exchequer bills would not be a more certain security on wliich 
to raîse money than the bills of private marchants ?—Tliat is a diihcult 
question to answer ; I doubt it. 

" Supposing a period of diffionlty to arise, and two conntry bankers 
came up to London, one who could exhibit Government stock to the 
estent of 25,000?. and 25,000?, iu bills of exeliange, and the other banker 
exhihiting 50,000?. in bills of exchange oiüy, which do you think would 
Il ave the b est means of proeuring accommodation in the London market 
to pay his engagements P—My appréhension is, that they would both get 
tbeir supplies upon any particular emergency : it is my jndgment, that 
to a banker a good supply of bills of exeliange of fîrst-rate character is a 
better investment for bis funds, for which ho is liable to be cal lcd upon 
on demanda than exchequer bills or any Government security.” 

À London banker ne ver considéra as a part of bis 
reserve tlie bills be bas diseonnted for his customers, 
Nnthing could damage bis crédit more tban any attempt 
to redisconnt these bills. During the waig tire London 
bankers had discount acconnts witli the Bank of En gland ; 
and during the panic of 1825, it is well known they dis- 
counted largely witli that establishment. But sinee that 
period they hâve not donc so, and theîr mdorsements are 
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ne ver se on lu the money market* The practice is now 
more general of lodging money at call with the large 
money dealers* And it is in tins way that the London 
tankers make provision for any sudden demand. It is 
rarely, however, that any large demand cornes so suddenly 
as to occasion anv inconvenance* And it may bc observed 
that sueh tankers as are memters of the Clearing- 
house hâve the whole day to make préparation,—one of the 
circumstances which cnables them to lock up at night 
with a smaller amount of cash* 

In the morning the tanker looks at lns c< Casli-book/' 
and observes the amount wûth winch he ff locked up J> the 
preccding night. He then looks at the <£ Diary/ J which 
contains his receipts and payments for that day, as far as 
hc is then adyised* II e then opens the letters, and notices 
the t émittances they contain, and the payments lie is 
instméted to make* He will Icarn from these items 
whetlier he ce wants money," or lias s< money to spare." 
If lie wants money, he will fe take in" any loans that may 
be falling duc that day, or he may ff call in" any loans 
he may bave ont on demand, or he may go farther, and 
horrow money for a few day s on stock or exchequer bills* 
Should he bave money to spare, he will, peradventlire, 
discount brokers' bills, or lodge money on demand with 
the bill-brokers, or lend it for llxed periods upon stock or 
exchequer bills. There are some bill-brokers who usually 
make their rounds every morning, lirst calling on the 
parties who supply them with bills, and then calling on 
the bankers who supply them with money. The stock- 
brokers, too, will call after ff the market is open," to 
infbrm the banker how " tliings are goirïg" on the 
Stock Excliange, what operations are taking place, and 
whether money is ahundant or searce * c in the liouse^" 
also what ramours are afloat that are likely to affect the 







OH BANKING. 


89 


price of the funds. It is thus that a banker régulâtes 
liis învestments, and finds employment for liis surplus 
funds. 

In our opinion, it is best for a banker not to adopt 
cxclusively any one of the învestments wc liave noticed, 
but to distribute bis funds among tbem ail. We bave 
seen tbat practical bankers of bigb standing hâve been in 
favour of Government seeurities, as being at ail times 
convertible. The objection on the part of otbers has 
been, that the value of these seeurities very much fluc¬ 
tuâtes, and as their réalisation will be required only in 
seasons of pressure when the funds arc low, it is sure 
to be attended with loss. On the other band, it may be 
stated, with regard to f< loans on demand,” that the recent 
faihucs of hill-hrokers hâve shovvn that the " demand ” 
may not always he readily met. And with regard to 
“ brokers’ bills,” the numerous failures among houses of 
tlie first standing hâve proved that great losses and 
most inconvénient " locks - up ” may occasionally takc 
place firom such seeurities. Without condcmning other 
modes of iuvestment, we are strongly inclined to favour 
Government seeurities, thougli fully conscious of the 
losses they may occasionally produce. Therc is one con¬ 
sidération that must he taken into account : a bauk tbat 
has large surplus funds, if it makes no iuvestments in 
Government seeurities, will be strongly tempted to investi 
their funds elsewhcre in other seeurities that may not he 
so convertible. It is true tliat more interest may for a 
time he ohtained, but ultimately the bank may, tliough in 
a state of perfeet solvency, be compelled to stop payaient 
fiom being unable to réalisé its iuvestments. 

Another advantage of a large investinent in Govern¬ 
ment sccm'ities is, tbat tlie bank, by tlie publication of its 
balance sbeet, lias always the means of showing to its 
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depositors that a large portion of its dcposits is at ail 
thnes amply securcd. The Bank of England states the 
amoiint of tlicir “Government securities” distinct from 
thc <e other securities/ J It may so he tliat the “other 
securities” are as goocl as the Government securitics, and 
perhaps more profitable, but the public do not knoiv tliat 
to be the case ) and vrere ail the investments in “ other 
securities,” they might not fecl tlie same degree ot con¬ 
fidence as to the prompt repayment of their deposits. 
The same principle applies to other bank s. And it may 
reasonably be supposed tliat between tivo banks in similar 
circnmstances as to otlier respects, depositors would rather 
lodge their money in a bank Tvbich had a large ainount of 
Government securities than in one which had none. 

As we liave referred in this Section to sonie of the 
operations of the Stock Exchange, this may be a proper 
place to discuss the nature of these transactions, so far, at 
least, as concerns bankers* 

The reader is of course aware tliat the “ Stocks,^ or the 
“ Funds,” or by whatever other name they may be eaUed, 
are debts due from the nation to those pexsons whosc 
name s are entered on the bank books. The man who 
holds 100/. cons ois is a creditor to the nation for 100/., 
for whieh lie receives 3/. per annum ; and the price of 
consols is the amount of the money for ivliich lie is vrilling 
to transfer this debt from himself to another perso m 
Kow, if this man knows another who is willing to give 
him, say 90/. for this 100/. consols, they ean go to the bank, 
and the sellers being properly identified, will transfer this 
100/. consols bito the name of the person to whom he bas 
sold it. Ilis account is then closed in the bank books, 
and a new account is open in the name of the buyer ; 
for every h obier of stock lias an account in the bank 
ledger, in the same way as bunkers and mercliants open 
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Icdger accounts for their eus t orner s. The seller of the 
stock wül also givc a receipt to the buyer for the money 
in the foUowing form :— 


Consolidated per Cent. Annuities. 


Dividende 

due 


HèCETVED tliis 

184 Of 


day of 


Jan<5 (h, 
Jüly 5th f 
and, are 
usually 
paid a few 
days after. 


the of 


being the Considération for 


£3- TJiePro- 
prîctura, to pro¬ 
têt: t (hem sel y es 
from FR AUD, 
are recûmmend- 
ed to AC CE PT 
ljy themselvea 
or tlieir At¬ 
torneys, ail 
TRA NS FERS 
made to.ûiem. 


Transfer 
Day s; 
Tuesdav, 
Wednesday, 
niursday, 
Eriday. 

Holidays 

cxcepîcd. 


Inter est or Share in tho Joint Stock of 
Tkree per Cent , Annuities, erected by an Àct 
of Pariiament of the S5th Year of the Beign 
of King GEOKGE IL entitled, Au Act for 
couver ling the semral Annuities, ihcrein men- 
tioned, inio several Joint Stocks of Annuities, 
transférable ai ihe BANK of EN GLAND, 
to èe ehargcd on ihe SinMng Fimd : and by 
several subséquent Jets, together with the 
Proportional Annuity at £3 per CenL per 
Annum, attend ing the sarae, Jby t his 

Day tranaferred to the said 


£ 


s . 


cl 


Witness 


Wilness Hand 


; 


But parties do not usually treat with eaeh other in this 
way. À broker is employed eitlier to buy or sell, as 
the case may be. The stock-brokers are an association 
consisting of about 600 persons, who meet together in a 
building in Capel-court, Bartbolomew-lane, close to the 
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Bank* Each broker before admission must fincl tliree 
securities for 300A each, which sum is applied to mect 
any daims the other member s of the ff House” may bave 
npon him during the ffrst two years. Tlie suretyship 
then ceascs* The subscription paid by each member is 
ten guineas per ammra. The House is governed by a 
Committee of thirty persons chosen from the member s. 

But, although ail the " members of the House” arc 
called stock-brokers by the public, yet witkin the House 
tliey are divided into two classes, brokers and jobbcrs. 
À broker, as tlic name implies, is an agent who buys or 
sells for bis customers ont of the House, and lie charges 
them a commission upon the amonnt of the stock* 
A stock-jobber is a stock marchant; but lie docs not 
deal with the public : lie deals only with the brokers ; 
and he is at ail times rcady either to buy or to sell. 
The pricc at which he sells is J more than the price at 
which he buys. If one broker lias an order from liïs 
customer to buy 10(B. consols, and another broker lias an 
order to sell 100/. consols, tliesc two brokers do not deal 
together, but botli go to a jobber. One will sell liis 
consols to the jobber, say at 90, and the other will buy his 
consols from the jobber at 90J: Hence the différence 
between the buying and the selling price of consols is 
always J, and tlius in the newspapers the price is quoted 
in this way, 90 to 90 J, 

À banker is, of course, one of the public, and wlien lie 
wants to buy or to sell stock, he gives instructions to his 
broker, and the process is as we hâve now described. 

Were there no jobbcrs, a broker wiould not easily fhid 
at ail times another broker who liad occasion to sell the 
game amount of stock which he wisliod to buy, and lie would 
hâve a difficulty in buying or selling small amount s* But 
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tliere is no difïiculty with the jobbers, The jobbers will 
not only bny and sell stock on thc same day, but tlicy 
will bny stock on one day, and agrée to s cil it at a future 
day, or vice versé. These future days arc called the 
scttling day sj b cm g the days on whicli the members of 
the Housc settle their accounts. They are hxcd by the 
Committce of the Stock Exehange, and they now occur 
about once a mont h, Now, if a banker warits a sum of 
moncy for a short time, either to pay off a deposit, or to 
makc an advance to a customer, he will direct bis stock- 
broker to sell, say 50 7 0Q0£. consols <( for money/ 5 and huy 
theni ff £or time / 5 that is, against the next a scttling day/ 5 
or, as it is sometimes called, the next a acconnt da y” 
On the other hand, if a banker lias money he wishes to 
crnploy for a short time, lie will reverse the operation, and 
desire his broker to buy consols for money and sell them 
for time. Ile thus gets interest for his money, according 
to the différence of price between consols for time and 
consols for money. Generally, thc price for time is higher 
than thc price for money ; and the différence between 
thèse two prices is called the Continuation/ 5 Sup- 
posing that the next scttling day is a month distant, and 
the continuation is one-eiglith per cent, that amounts to 
twelve-eighths, or threc per cent, per annum. The con¬ 
tinuation will vary according to the near approach of the 
settling day—according to the abondance of money, and tlic 
market rate of interest—and according to the abondance or 
scarcity of stock, The last cause is not so readüy nnder- 
stood by the public, and we will therefore explain it. The 
stock-jobbers, as we hâve said, are stock mereliants. Of 
course they are large holders of stock ; it is their capital, 
on winch they trade. But however large may be the sum 
they hold, they often agréé to sell on the next settling 
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day a much larger sum, expecting that in the me an finie 
tliey shall buy a large sum, and thus be ablc ta set ad 
ono against the other* But somotimes, as the settling 
day approaches, tliey find lliis is not tlie case, and tbcy 
are conseguently under an engagement to fr dcliver J 
that is, sell—more stock than tkey hold. What can tliey 
do now ? They Avili try to get stock from those who bave 
it, by agrccing to bny it of them ?iow } and seUing it at 
tbe ensuing acconnt day, a montb hencc, at the saine 
price ; thus abolisliing ff the continuation” When that 
is the case, a banker^ s broker will go to the banker and 
say, If you like to Icnd your eonsols, you can gèt money 
for iiothing till the next aceount day.” The banker 
replies, " Well, I don't know that I can make much 
inter est of the money just now ; but, as I can lose nothing, 
you may lend them.” Thus the jobbers get tlieir stock, 
and complété their engagements. But sometimes the 
jobbers are obliged to go farther, and even to a fier a 
premium to parties who will lend their cou sol s. Ibis 
premium is called i( Backadation it is just tlie reverse 
of continuation,” and implies that the tiine priée of 
stock is less than the money price* 

We bave thus described the légitimâte operations of 
the Stock Exchange, so far as it may be necessary to 
cxplain the transactions of bankers in the cmploymcnt of 
their surplus fonds, Those operations called " Gambling 
in tlie Funds,” and the mode in winch the brokers and 
jobbers settle their accounts, we shall endeavour to de- 
scribe when we corne to speak of the Clearing-house* We 
will only add liere the naine and amount of eacli of the 
Government stocks and annuities, as they stood on the 
5th January, 1848* 
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Capital Stock of theUnredeemed De ht of the United Kingdom, 
on oth Jamiary, 1848. 


Great Britaïn. 

£ s. d . 

Debt due to the South Sea Company, at 3 per cent. 3,662,734 8 6£ 


Qld South Sea Ànmities, ditto. 3,195,160 17 9 

New. South Sea Annuities, dltto . 2,195,867 16 9 

South Sea Annuities, 1751, ditto 500,780 11 9 

Debt due to the Bank of Bngland, ditto. 11,015,100 0 0 

Bank Annuities, 1726, ditto . 750,401 1S G 

Consolidated Annuities, ditto . 371,324,981 15 11J 

Reduced Annuities, ditto ...... 121,924,219 8 7 

Total at 3 per cent. ...... 515,069,299 17 9| 

Annuities at 3 \ per cent.... 215,700,549 5 1 

Ncw 5 per c eut. Annuitie s _____ 430,076 3 2 

Total, Great Eritain. 731,199,925 G 0J 

Ikelànî). 

Iriah Consolidated Annuities, at 3 per cent.. 6,194,874 15 2 

Êfisk lteduccd Annuities, ditto..., 128,295 16 9 

Annuities at 3;} per cent... 32,244,312 10 9 

Debt due to the Bank of Lreland, at 3£ per cent... 2,630,759 4 8 

New 5 per cent. Annuities _ 3,673 11 2 


Total, United Kingdom... £772,401,85! 4 6f 


The Annual Charge on the National 1)ebt was then as foliows :— 



Great Beitain. 

Irelanil 



£ i. 

d . 

£ &. 

d. 

Interest on unredeemed debt 

32,483,850 13 

U 

1,329,895 17 

6 

Annuities of ail kinds fallinir 





due .. 

3,685,696 6 

5 

160,394 2 

1 


26,169,546 19 


1,490,2S9 19 

7 

Management...... 

98,826 11 

10 

— 


Total. 

26,263,373 11 

4i 

1,490,2S9 19 

7 


Grand Total. £27,753,663 10 Ui 


Tins is exclusive of 71,9711. 2,s. 9the annnal charge on stock and 
annuities of various kinds, standing in the uaincs of the Commissioners, 
on accouut ol stock unclaimcd for ton years and upwards, and of un- 
ckîmed dividends, and ako on açcoimt of donations and bequesis, but 
which sum is not paîd or provided for. 
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SECTION VII* 


THE ADMINISTRATION OE A BANK BURIN G A SEÀSQN OF 
FRESSURE* 


À fressure on tlie money market may be defined a 
âifficulty of getting money in tlie London market, either 
liy way of discounting bills, or of loans upon G overnment 
securities. Tins difficulty is usually aecompanïed by an 
unfavourable course of cxcliange, a contraction of tlie 
circulation of tlie Bank of England, and a bigh rate of 
interest* These tlirce eircum stances bave tlie relation to 
each otber of cause and effeet. The unfavourable course 
of exchange indue es the Bank of Ln gland to contraet 
lier circulation ] and the contraction ot the circulation, b y 
rendering money more s car ce, increases its value, and 
leads to an advançed rate of interest* The rénovai of 
tlie pressure is in the sanie order—the foreign ex ch ange s 
become favourable-—the Bank of En gland tken extends 
lier circulation— money bccomcs more abundant, and the 
rate of inter est falls, The degrce to whicli the exchanges 
are unfavourable is indicated by the stock of gold in tlie 
Bank of England ; and when this is at its lowest amount 
the pressure may he considcred to hâve, attained its ex¬ 
trême point j for as the amount of gold increases, the 
bank wiU extend her circulation, and the pressure will 
subside,* 

* Au luqmry iato the Causes of the Pressure ou the Money Market 
during tlie year 1839, hy J. W, Gilbert, 
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If we take a review of ail the recent pressures on the 
monev market, we shall find they hâve always heen pre- 
ceded by the following cireumstances :—First, by abun- 
dance of money; secondly, hv a low rate of interest; 
thirdly, hy some species of spéculative investments. The 
principal pressures that hâve occurred of late years, hâve 
been those of 1825, 1836, 1839, and 1847. 

The following is Mr. Horsley Palmer's opinion of the 
causes of the pressure of 1825, as stated to the Bank 
Committee of 1832 :— 

“ Will y ou state to the committee what, in your opinion, vas the 
nature and the march of the crisis in 1805 ?— I hâve always considered 
that the first step towards the exciteroent vas the réduction of the 
interest upon the Government seeurities ; the iîrst movement in that 
respect was, I think, npon 135,000,000/. of five per cents, which took 

In t]l ° Eub3e( l uent y ear > 18 ^> fcUoived the réduction of 
80,000,000/. of fonr per cents. I hâve always considered that réduction 
ot interests, one-fifth in one case, and one-eighth in the other, to hâve 
created the feverish feeling in the minds of the publie at large, which 
prompted almost everybody to entertain any proposition for investment 
however absurd, wliich was tendered. The excitement of tliat perïod 
was further prompted by the acknowledgment of South American repub¬ 
lies by this conntiy, and the inducements held out for engaging m 
mming operations, and loaus to those govemments, in which ail classes 
of the community in England secm to bave partaken almost siumltanc- 
ously. With those spéculations arose general spéculation in commercial 
produce, which had an effect of disturbing the relative values between 
tins and other countnes, and creating an unfavourablc forcign exelnuwe 
winch contmued from Octoher 1824 to Novembcr 1825, causïng a very 
considérable export of bnllion from the bank-about seven millions and 
a hall Commercial spéculations had niduccd some bankers, one parti- 
cularly, to mrest money in seeurities not strictly convertible, to a larger 
estent than was prudent; they were also largely conneeted with couutry 
bankers. I allnde to the house of Messrs. Pôle and Co. : a house origin¬ 
al y possessed of y el y great property, in the persons of the partners, but 
winch lell with the cireumstances of the times. The failme of that 
bankmg-house was the first décisive cheek to commercial aud banking 
crédit, and brought at once a vast uumber of country banlcers, which 
were m correspondcnce with it, into difficulties. That discrédit- was 
toliowed by a general discrédit throughout London and the intenon” 


II 
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With regard to thc pressure of 1836, there iras in tlie 
beginning of tliat year no appearance of distress. But on 
tlie contrary, cvery syinptom of prosperity, attended b y its 
usual concomitant—a readiness to engage in spéculative 
nndertakings. 

Tlie foUowing description of this period is taken from 
tbe speech of Mr. Clay, on introducing lxis motion respect- 
ing Joint-stock Banks, May 12, 1836 :— 

« To what estent tkc operations f of tlie joint-stock banks may bave 
contributed to croate tbe présent state of excltement in tbe commercial 
world, must, of course, bc mere matter of conjecture* Tliat tkey bave 
bad some considérable influence is probable, from tbe fact tbat tbe 
excitement and rage for spéculation is gveatest in tbosc parts of tbe 
kmgdom, wkere thc operations of tbosc establishments bave been most 
active* London bas been comparatively unmoved, but Livcrpool and 
Manchester bave witnessed a nmsbroom growth of sebemes not exceeded 
by tlie mémorable y car 1835. 1 hold in my b and a list of seventy con- 

tcmplatcd compauics for every species of imdertaking, whicb bave ap- 
peared in tbe Liverpool and Manchester papers witbin tbe last tbrcc 
months, Tbis Est was made a fortnigbt or tbree weeks smee, and migbt 
probably now bc cdnsîderably extended. It is impossible also, I tbink, 
not to suspect tbat tbe facüity of crédit, and conséquent encouragement 
to spéculation, to wbicb I bave alluded, canuot bave been withont its 
effect in producing tbe great incrcase of priée in almost ail tbe ebief 
articles of consnmption and raw matenals of our manufactures. Tbat 
inerease bas been cnormous—not less tban from twenty to fifty, and even 
one hnndred per ccnt, in many of tbe ebief articles of producc, of con- 
sumption, and matenals of our manufactures/’ 

Thèse appearances continued with little alteration 
until the mont h of July, wken the Bank of England 
raiscd the rate of discount to four- and-a-half per cent* It 
then became known tliat there h ad been a demand upon 
the bank for gold from the prcceding April, and tliis 
measure was adopted by the hank as a means of rendërmg 
the foreign exchanges more favourablc, This being found 
ineffectual, tlie bank in September raised the rate of 
discount to fivc per cent* Besides raising the rate of in¬ 
terest, the hank adopted oflier measixres of incrcasing the 
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value of money. A large amount of American bills upon 
first-rate houses had becn ofFcred for discount and re- 
jectcd. A liigh degree of alarm was immediately spread 
tln'oughout the community. The dread of a panic similar 
to that of 1835 aîmost universally prevailed. Those who 
had money were unwilling to part with it—trade bccame 
suddenly stagnant—the prices of ail commodities fell con- 
siderably, and numbers of commercial houses, chiefly of 
the second class, suspended payaient. Many railway and 
other projects now fell into oblivion. 

The alarm that existed was kept up by the monthly 
accounts of the bullion in the Bank of England. The 
public returns showed a graduai décliné from April, 1836 
to Eebruary, 1837. It was therefore supposée!., that the 
Bank of England would be under the necessity, for hcr 
own safety, of still further contracting her issues, and 
thus incrcasing the existing pressure. This appréhension 
caused ail persons who had money, to retain it in their 
possession, and bankers and others withhcld accommo¬ 
dation they would otherwise hâve been disposed to grant. 

This state of alarm was eonsiderably augmented by 
the pubhcation of the Report of the Secret Committee of 
the House of Commons upon Joint-stock Banks. This 
committee had becn appointed on the motion of Mr. 
Clay, the Member for the Tower Hamlets, whose speech 
on the occasion might be termed a bill of indietment. 
The joint-stock banks had rapidly increased; they had 
issued small shares ; they had large nominal capital s ; 
they had circulated an excessive amount of notes; they 
had promoted spéculation. The se were the charges brought 
against them ; and they had greater weight from being 
advanced by a member who was known to be friendly to 
joint-stock banking, The report of the committee ap- 
peared to sustain ail Mr. Clay’s accusations. This report 

H 3 
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was highly creditable to the talents and industry of tbe 
committee, bat marked by a decided liostility of tone. 
While it enumerated ail tbe actual or possible imperfec¬ 
tions of tbe joint-stock banks, it ascribed to thern scarcely 
a single excellence. At tbe saine time ; tbe committee 
deferred to tbe succeeding session, tbe proposai of any 
measures for tbeir improvement; thns tbe public were 
led to suppose, that in tbe followmg session sonie as¬ 
tringent me usures would be adopted ^vitli refer en ce to 
joint-stock banks, but wbat tbey would be none eould 
conjecture. 

H ad tbe report appeared at any otber period it migbt 
possibly hâve doue good ; but as its appearanee was con¬ 
temporaine ous with a pressure on tbe money market, and 
a high State of alarm, it unquestionably tendcd to weaken 
public confidence, at a tiine when it rcquired to be 
str ci 1 gt bene d. Per s ons w iio wer e unfriendly to j oint -s to ck 
banks, seized tbe opportunity of dispraising them, and 
believed, or pretended to belicve, tbat tbe banks were 
unsound, and would certainly stop payaient* Othcrs, 
wbo were friendly, were apprebeusive that tbe banks 
being still in tbeir infaney, would be found too weak 
to witb stand tbe storm now raised against them. Eut 
tliou g b tins al arm began witb respect to joint-stock banks, 
it did not end there. It was soon foreseen tbat if a few 
joint-stock banks were to stop payaient, tlie private banks 
in tbeir neigbbourbood w r ould be put to a severe trial; 
and if the banks sbould even be compelled to witb] toi d 
tbeir usual advances to tbeir eus t orner s, the crédit of 
individuels must suffer, Hence tbe private bankers and 
the merebants, as well as the joint-stock banks, made 
préparations to meet any event tliat might occur, and b y 
tbus increasing tbe pressure on tlie London money market, 
occasioued still farther appréhensions* 
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The alarni was augmented by the stoppage of the 
Àgncultural and Commercial Bank of Ireland, in the 
mont h of N ovember, and the demand for gold which tbat 
stoppage occasioned in Ireland. The joint-stock banks 
o± En gland now bécame subjeet to increased suspicion; 
the accommodation they had beon accustomed to obtain 
by the re-discount of their bills in the London market 
was consi de rably re stricte d ; and in the beginning of De- 
cember, the Northern and Central Bank at Manchester, 
a bank having a paid-up capital of 800,000/. with above 
1200 partn ers j and forty branches, applied for assistance 
to the Bank of England. Tins iras afTorded upon condi¬ 
tion, in the first instance, that they should wind up ail 
their branches except tliat at Liverpool; and afterwards 
furtber assistance was granted, upon condition they slionld 
discontinue business after Eebruary, 1837. Soon after- 
wards, the old and respectable London banldng-house of 
Messrs. Esdaile & Co. receivcd assistance upon similar 
ternis, 

The pressure which existed in England rapidly ex- 
tended to America. À large amoimt of American secu- 
l’itieSj consisting chiefly of bonds of the respective States, 
had been remit ted to the agency ho use s in England. 
This cireiunstance, in connexion with the exportation of 
gold to America, attraeted the notice of the Bank of 
England, À large aniount of bills drawn from America 
upon first^rate London bouses was rejected. In America 
the pressure became eevere—money was wanted to remit 
to England to meet the drafts tliat had been drawn upon 
En gland, eitlier upon crédit or against securities tbat could 
not now be sold. The rate of discount at New York rose 
to twOj and even to three per cent, per month, 

From. tlie pressure upon the money market, and from 
the great fall in the priee of American produce, the cotton 
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and other commodities sent from America to meet drafts 
npon the English agents, could not be sold except at a 
ruinous loss. And other rcmittances not liaving arrivcd, 
several houses in the American trade, who were said to 
hâve given extensive crédit to parties in America, applied 
for assistance to the Bank of England.* 

Such was the character of the pressure of 1836; wc 
next proceed to the pressure of 1839. The pressure 
of 1836 may be said to hâve commenccd from the 
month of May in that ycar. From that montli the 
stock of gold in the bank gradually and uniformly de- 
clincd until February, 1837, when it reached its lowest 
point of dépréssion. From this point, it uniformly ad- 
vanced : the lowest point of the circulation was in 
December, 1836, though even then it was not lower than 
it had been in the preceding January. The bank raised 
the rate of interest from 4 to per cent, in July, and 
to 5 per cent, in the following September. During the 
whole of the year 1837, the amount of gold in the Bank 
of England continued to increase ; the bank extended her 
circulation, and after the payment of the July dividends, 
money became very abundant, and the market rate of 
interest experienccd a considérable fall. The foreign ex¬ 
changes continued to be favourable during the early part 
of 1838, and gold accumulated in the coffers of the Bank of 
England. In the spring of that year the directors of the 
Bank of England sent nearly a million of gold to America. 
Money became increasingly abundant, and the rate of 
interest fcll. In February the bank reduced their rate 
of discount to 4 per cent., and the interest on the loans 

* The History of Banking in America ; witli an Inquiry how far the 
Banking Institutions of America are adapted to this country ; with a 
Eeview of the Causes of the recent Pressure on the Money Market. By 
J. W. Gilbart. 1837. 
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granted during the shutting of the funds was reduced in 
Mardi tü 3^ per cent, The ïow rate of interest cansed 
large sums of money tü he invested in American seen- 
rities» Bonds of ail kinds issued b y the bank of the 
United States ^ b y tlie varions states in the Union, and b y 
nnmerous privâtc undertakings, were poured npon the 
English market j and found eager purehasers* Se ver al of 
the dire et or s of the Bank of England, in their individual 
charaeter as mer chants, became agents for the distri¬ 
bution of these securities. About Jnly the exchanges 
became unfavourable, and in the latter part of the year 
some symptoms of uneasiness were apparent in the money 
market ; but as the stock of bulhon in the Bank of Eng- 
land was considérable, and the direct ors granted their 
usual loans in December at 3| per cent.* public confidence 
was not shaken. In the beginning of the year 1839 the 
exchanges became increasingly imfavouraMe, and the 
montlily retums of the bank showed a graduai diminution 
in the stock of gold, The priée of corn rose so liigh as fo 
admit of foreign wheat at the lowest rate of duty, This 
occasioned a fùrther demand for gold to be exported* 
The stock of gold in the Bank of England rapidly dc- 
clined, untïlj in the month of October, it was no more 
than 2,525,000/», wlüle the liabilities of the bank npon 
notes amounted to 17,612,000/., and npon deposits to 
6,734,000/, The bank directors were very anxious to stop 
this demand for gold» With this view, they raised the rate 
of interest on May 16th to 5 per cent», on Jnne 20th to 
5^ per cent-, and on Âugust Ist to 6 per cent, ; and they 
diarged the same rate npon their short loans. They are 
supposed to bave sold large amounts of government stock 
and exchcquer bills, and on Jnly 13th they nnnonneed 
tliat they were ready to reeedve proposais for the sale of 
the de ad weight. Noue of the o tiers, liowever, met their 
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approbation, Finding these mea sures not speedily effec¬ 
tive, an arrangement was made with the Bank of France 
for a loan bf 2,500,0004 Mcssrs. Baring & Co* drew 
bills on aceount of the Bank of Engl and upon hou se s in 
Paris for this amount, which the Bank of France under- 
took to discount, The directors also determincd to refuse 
fo discount anv bills drawn or indorsed b y any private 
or joint-stock bank of issue, Notwithstanding tliese 
racasures, the stock of gold in the bank continuée! to 
decrease until the 18th October, wlien it reached the 
lowest point of dépréssion, From tliis point it continued 
to advance, and the pressure began gradually, but slowly, 
to subside, 

It may be use fui to notice tlie différences between 
the pressure of 1836 and that of 1839, If wc measure 
tlie intensity of tlie pressure by tlie différence between 
the largest and the lowest stock of gold in the Bank of 
England, the former pressure will range from 7,801,0004 
to 4,032,0004, and the latter from 10,126,0004 to 
2,525,0004 In the pressure of 1836, one joint-stock 
bank, a London private bank, two country private banks, 
three large American agency lionses, and a gréât many 
respectable me reliants, stopped payment. In the pressure 
of 1839, there was scarcely a failure until the month of 
Dcccraber, and thën only among the second class of 
traders*—In the pressure of 1836, the priées of nearly ail 
commodities fell considerably, and alinost immediately. 
In the pressure of 1839, the priées of most commodities 
remaincd for a length of time nearly the same.—In 1836, 
the Bank of Engl and did not raise tlieir rate of interest 
above 5 per cent* In 1839, the rate of interest upon 
both discounts and loan s was raiscd to 6 per cent.—lu 
1839, the bank gave notice that tliey w r ere wdlling to sell 
the de ad weight, and they made arrangements for borrow- 
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ing 2,500,000/. sterling from the Bank of France, In 
1836, the bank adoptée! neither üf these measures.—In 
1836, the Bank of Engl and rejected ail bills drawn or 
indorsed by joint-stock banks of issue. In 1839, they 
rejected also ail bills drawn and indorsed b y privât e banks 
of issue,* 

The considération of the pressure of the year 1847 we 
sliall postpone ta the nest section of our work, 

From the statements we hâve made, it would appear that 
a season of pressure is always preceded by one of spécula¬ 
tion ; and lien ce it foliows that a banker who wishes to bû 
easy in a time of pressure nrnst act wisely in the prenions 
season of spéculation, It requires no ordinary firmness to do 
tliis- To act wisely in a season of spéculation, is far more 
diffieult than to act wisely in one of pressure. Eut unless 
a banker acts wisely in the préviens time of spéculation, 
his wisdom will probably be of little avail when the pres¬ 
sure arrives, 

While, therefure, money is still ahundant, the public 
fonds high, and other bankers liberal in accommoda¬ 
tion, he should be doubly cautious against taking bills 
of a doubtful character, or making advances upon 
irregu] ar securities, He should not snffer the desire of 
employing bis fonds, or the fear of offending his eustomers, 
to induee him to déviât e from sound banking prineiples, 
He should also take this opportunity of cal!ing up ali 
dead or doubtful loans, and of getting rid of ail weak 
eustomers, He should also, under auy circumstances, 
avoid making advances for any length of time, and invest- 
ments in securities that are not at ail times convertible, 
or the price of which is likely to sustain a great fall on 
the occurrence of a pressure, The discount of first-rate 
commercial bills liaving a short time to run, or short 

* Au Inquiry Into the Causes of the Fressure of 1839, 
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loans on stock or other undeniable security, however low 
tbe interest received, seem to be tlie most safe and advan- 
tageous transactions. 

Wlien the aspect of affairs seems to tbrcaten that 
rnoney will be still more in demanda and the failure of a 
number of mer chant s and traders may consequently be 
appréhende d, it behoves Mm to préparé for approaching 
e vents b y avoiding ail discounts of bills of an inferior 
class, and by keeping his fonds in an available statc. 
With a view to these objects, he will review ail Ms loan 
and discount accounts, call up bis loans of long standing, 
where it ean be done without injury to tbe interest or 
réputation of Ms bank, avoid ail overdrawn accounts, 
and reduce the amount of discounts to the inferior 
class of accoimts. In performing fhese operations, he 
will exercise due judgment and discrétion, rnaking proper 
distinctions between Ms customers, and redneing chiefly 
those bills which are of an unbusiness character, or whicli 
are drawn upon doubtful people, or upon parties that he 
knows nothing about; he will also mark particularly 
those accounts which require large discounts, but keep 
no corresponding balance to the crédit of their carrent 
accounts* 

As the pressure advances, he will hnd that there are 
three demands upon his fonds. First, his customers will 
reduee their balances, and keep less money in his hands. 
Moncy lodged at interest will he taken away, b e cause the 
parties ean make higher inter est else where, or they wdli 
he tempted by tlie low price of stock to invest it in 
Government securities. Secondly, lie will bave a greater 
demand for loans and discounts, not merely from weak 
people whom he might not care about refusing, but from 
persons of knowm wealth, whom it is his inter est and Ms 
inclination to oblige. THrdly, he will think it prudent 
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to gnard agairist sudden demanda by keeping a largcr 
amount of bank notes in his till* To mect ail these 
demanda he will Le compelled to réalisé some of bis secu- 
rities, and he will réalisé tliose first on which he will 
sustain no loss. 

If a banker bas money lying at demand witli a bill- 
broker, he will now hâve occasion to call it in* If he bas 
money lent at short periods at the Stock Exchange, he 
will, as he has occasion, take in the money as the loans 
fall due* If lie has discounted brokers 1 bills, he will 
reçoive the amounts when due, and discount no more, 
Should these operations not be sufhcient to meet the 
demanda upon his fonds, he will thon sell his stock or 
exchequer bills, or borrow oïi them in the money market* 
À country banker who has kept bis reserve in bills of 
exchange will be anxious to re-discount them, and will 
think lümself lucky if he can do so readily and at a 
moderato rate of interest* 

It will he useless for a banker to attempt to call up 
dead loans, or to reduee his discounts, after the pressure 
has commenced* He should bave thought of these 
matters în the previous season of abundance* As hc 
cannot get in any ont standing advances, he had better not 
ask for them, but merely charge the parties an increased 
rate of inter est. If he demand the money, he will not 
get it, and he may give rise to a surmise that lie is short 
of fnnds* This season of pressure is, liowever, a good 
opportunity for calling up advances, or gctting rid of 
connexions that lie would, on other grounds, like to be 
without. The ff scarcity of money / 1 the " pressure on the 
money market / 1 are capital reasons to assign for refus- 
ing applications which, even otherwise, he would refuse, 
and for calling np loans which, under any circumstances, 
he would like to see repaid* 
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During a pressure a tanker will liave to give a great 
many refusais ; and soine discrétion will be neeessary in 
the form of giving these refusais. Let him refuse in what 
way he may at such a season, lie will be sure to give 
offence. And the party refuscd will possibly publish the 
refusaij and, from motives of ignorance or malignity, 
reprcscnt the refusai as having arisen from want of means, 
and possibly may circulâte a report that the banker is 
about to stop payment. Henee rumeurs about bauks are 
always xifc in seasons of pressure, and tbey add to the 
general want of confidence which then prevails. 

During a pressure, a banker will hâve o fiers of new 
aeeoiints to be transferred from otber bankers, provided 
lie will consent to make certain advances. Somc caution 
nmst be exercised in this rnatter. It is quite possible that 
sonie perfectly safe parties, having large account s, may 
be disposed to remove in conséquence of their présent 
banker s not being equal to the supply of tlieir want s. 
In tbis case, the banker will be regulated by the value of 
the proposed account and the extent of his own means. 
On the other hand, it is equally possible that weak people, 
to whom their présent bank might not, in any case, 
hâve given advances, may nsc the i( scarcity of money ” 
as a pretext for makîng application to a new banker, 
stating their belief that tlieir old banker was unable to 
meet their requirements. It behoves a banker to use 
much discrétion in such a case, espceially if it be a large 
account. Xf lie errs at ail, he sliould err on the side of 
caution. 

It will rarely be wise for a banker in a season of près- 
sure to attempt to get away the custo mer s of other 
bankers by offering tbem greater accommodation. The 
best way of getting new connexions is to treat well those 
that he lias. It is better for a banker to employ bis 
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iunds in supporting bis old friends than in attcmpting to 
get new ones. If bis fonds are so ample that lie can do 
both without inconvenience, very well. But caution is 
nccessary in taking new acconnts at tins time, and ke 
sliould be doubly cautions in making applications to 
parties. Unies s be bas tbe most ample and satisfactory 
information as to tbeir circurastances, be had better wait 
until tbey apply to bim, It would tben devolve upon 
tbem to satisfy bim tbat be would be justified in making 
the advances rcquired. 

During tlie près sure, a banker will fmd tliat sonie of 
his we ait hier eustomers, who, when money w as abundant, 
took tbeir bills to bc discounted by a bill-broker, because 
be would cash tbem at a lower rate, will corne back, and 
expect to baye discounts from their banker. Tbia is no 
fault of the bill-brokers. People put money in tbeir 
bands avowedly for temporary pnrposes. In seasons of 
abundance the bill-brokers are glutted with money. 
VVhen the pressure commences tbis money is withdrawn. 
ibe conséquence is, tbat in seasons of abundance the 
bül-brokers will discount at a lower rate than the bankers, 
and wben money is scarce tliey discount at a higher rate’ 
and in many cases not discount at ail. Sharp-sighted 
people, wbo are acquainted with the London money 
markets, will, wben money is abundant, take ail tbeir 
fîrst-rate bills to a bill-broker, and send to tbeir banker 
ail tbeir inforior bills, whicb a bill-broker would not take. 
Now, it a banker has occasion to curtaü his advances in 
seasons of pressure, be sliould begin witli people of this 
sort But if be bas ample means, and tbe parties are 
wealthy, he may deem it wortli his wkile to take tbeir bills, 
char gin g a bigh rate ot interest, and gcntly rcminding 
tbem of their former delinqnencics. Exhortations to good 
bcliavmur bave always a greater effect wben administered 












110 


A PEÀCTICâL teeatise 


in se as ans of affliction. And reproof at tliis time to a 
party wbo h ad tlius wandered, inay indncc him to purs ne 
in futuro a more rigliteous line of conduct. 

During a pressure, a banker will find tkat some of his 
customers will get into difficultés, and will applj to him 
for assistance, He will often be at a loss to décidé 
wbctber be sbould or shouid not grant the assistance 
re quire d. Tliis hésitation will arise from bis doubts as to 
tbc extcnt to which be can prudently rely upon the calcu¬ 
lations and anticipations of his custoxner, Tlie party 
States tbat be must immediately stop payment unless he 
lias assistance ; but he has abundance of property, and 
his difficuïties arise only from not being able to réalise it. 
ïf he bas a certain sum he can then go on comfortably. 
The banker grant s him tbis sum, Àffcer a while, be cornes 
again, and states lie must now stop unless he bas a farther 
sum, The banker hésitâtes, but ultimately gives bim 
tbis farther sum, He cornes a tbird time, and states lie 
lias not yet got enough ; and not being able to get more, 
be then stops, leaving the banker at b est with a large 
lock-up, and probably witb an ultimate loss. 

During a pressure, those bauks tbat allow inter est on 
deposits will be asked for a higber rate of inter est. It is 
quite rigbt tbat tbosc parties wbo bave b ad deposits at 
the bank for sonie time, sbould reeeive a bigber rate of 
interest, proportionate to the increased value of money. 
But it may be questioned whether it is worth wbile to 
reeeive further lodgments, during a pressure, at a higb 
rate of interest, unless they are lodged for a fixed period. 
For, sbould tbe pressure inerease, these sums are sure to 
be withdrawn, or elsc appbeations will be madefor a higher 
rate of interest thau tlie banker can prudently give, Nor 
must it be forgotten tbat it is not wise for a banker to 
give, during a panie, an extravagant rate of interest. 
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Sîiould he do so, he will give rise to an opinion that he is 
short of fonds, and tins may cause more dcposïts to be with- 
drawn than he would obtain from bis higb rate of inter est* 
During a pressure, a banker will pay considérable atten¬ 
tion to the published rcturns of tbe Bank of England. 
Tlie increase or diminution of tlie gold and silver in the 
issning departmcnt, will show tbe progrcss of the pres¬ 
sure. Âs these increase, inoney will b écorné les s scarcc, 
the rate of interest will fall, and the pressure will subside* 
In this department, it is the progress of increase, or dimi¬ 
nution, more than the aetual amount, that should be the 
main objeet of attention, The banking department re- 
sembies any other bank. Its mcans are tbe paid-up 
capital—tlie real or surplus fund—the public deposits—the 
private deposits, and tbe seven-day bills* Tbese means are 
employée! in public seeurities, private seeurities, and cash 
in the tüL Its abibty to make advances, at any given 
tirne, dépends on the amount of cash in the till* The 
diminution of this amount shows the increase of the près- 
sure ; and the banker will act accordingly. 

Às far as past expérience goes, ail panics or pressures 
hâve resulted in a subséquent abundance of money. It 
would be a grand tbing for a banker if he could know 
befoieband at wbat jirccise point this change would take 
place. But this be cannot know, and be had better not 
speDulate on the subject, but just follow the course of 
events as they occur, When, however, the point is fairly 
turned, he will act wisely in investing ail his surplus funds 
in sucli convertible seeurities as are likely to advance in 
price, from the inereasing low rate of interest* Exchequer 
bills are rnost likely to be the first affected, and then 
the public funds* He will, also, be more liberal in 
granting discounts, and other advances, and he will lower 
the rate of interest at which he takes deposits. At the 
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same time, he will bc cautious in the bills he discounts. 
For, thongh money may be abundant, yet trade may be 
dcpressed, and the effects of the previous panic may bc 
tlie failure of a great number of persons in the middle 
class of society. The banker will therefore be cautious in 
extending his discounts, except on bills of an undoubted 
character. 

Wc will observe, lastly, that, in a season of pressure, it 
is peculiarly necessary that a banker should pay regard to 
the State of his own health, and to the discipline of lus own 
mind, so as to guard against any morbid or gloomy appré¬ 
hensions with regard to the future. He should attempt 
to form a cool and dispassionate judgment as to the resuit 
of passing events ; endeavouring so to arrange lus own 
affairs as to be prepared for whatever may occur, but 
taking care not to increase the présent evil by predicting 
greater calamities. If he suffer a feeling of despondency 
to get the mastery of his mind, he will be less aide to 
cope with the difficulties of his position. He will then, 
probahly, refuse reasonable assistance to even first-rate 
customers, réalisé securities unnccessarily at a heavy sacri¬ 
fice, and keep in his till an amount of unemployed treasure 
excessively disproportionate to the extent of his liabilities. 
This will increase the pressure. Fear, too, is always con- 
tagious. A banker of this mclancholy tempérament will 
impart his appréhensions to others, and thus the panic 
will become more widely extended. 
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SECTION VTTI. 


TNE ADMINISTRATION OF A BANK UNDEIL THE ACT OF 1844. 


11 would not lie consistent witli the practical character 
of tins work to discuss, at great lcngth, any theory of the 
currency. But the Act of 1844, though founded on a 
theory, was a practical measurc, and has so important a 
bearing on the administration of banking affairs, that our 
work would be regardée! as incomplète were tlie subjcct 
altogctlier omitted, "W e slialï, however, endeavour to 
avoid any observations on its theory, and confine our 
remarks, as mucli as we can, to tlie operation of its prac¬ 
tical enaetments. In this part of our work it will bc 
neeessary to consider only those provisions of the Àct 
which refer to the issue of notes by tlie Bank of England : 
tliose which refer to the country circulation will more pro- 
perly corne under review in the section upon Country 
Banks. It may also be proper to remark, that, in our 
judgment, tbe Àct of 1819 bas no neeessary connexion 
with the Act of 1844 j nor wonld there be any ineon- 
sistency in advocating the one and not advocating the 
other.* 

* Gommons, 3 J 09- 
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“The Aet of 1844 ” is thfe 7 & 8 Vict. cap* 32, and is 
entitled, “ An A et to Regulate the Issue of Bank Notes, 
and for giving to the Govcrnor and Company of the Bank 
of Engl and certain privilèges for a limited period.” It 
enacts that from and after the 31st Auguste 1844, the 
Issue départaient of the Bank of England shall hc sepa- 
rated from the Banking department—that the issuing 
department may issue notes to the extent of 14,00 Û,0G0/. 
upon securities set apart for that propose, of whicb the 
debt of 11,015,100/* due from the Government to the 
bank shall form a part—that no amount of notes above 
14,000,000/* shall he issued, exccpt against gold coin, or 
gold or silver bnllion ; and that the silver bullion shall not 
exeeed one-fourth the amount of gold coin and bullion. 
Any person is entitled to demand notes from the issuing 
department, in exchange for gold bullion, at the rate of 
3/. 17ff. 9 rk per ounce. Shonld any hanker discontinue bis 
issue of notes, the Bank of England may, upon applica¬ 
tion, he empowered by an Order of Council to increase ber 
issue upon securities to the extent of two-thirds of the 
issue thus withdrawn ; but ail the profit of this inereased 
issue must go to the Government. 

The theoiy on whicli this Act was foundcd had, for 
several years previously, been brought before the public 
in pamphlets written hy men of distinguished talent. 
Upon some of the se pamphlets we wrote a critique, whicli 
appeared in the “Westminster Reviewof January 1841* 
That article was afterwards published separately, under 
the titlc of “ Currency and Banking : a Review of some 
of the Prineiples and Plans that hâve recentîy engaged 
public attention, with référence to the administration of 
the Currency,” In this review we made the following 
observations on the plan then proposed, and subsequently 
carried ont in the Aet of 1844 
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" The plan of making thc amoimt of the circulation fluctuate in exact cor¬ 
respondent mth the amoimt of gold m the Bank of England. 

“ This plan is tiras open to the folio wing objections :— 

“1- Upon this plan thcre must be a perpétuai increasc and diminution 
in tlie stock of gold ; conséquent!^ a perpétuai increase and diminution 
in tlie amount of thc eurrency, The increase in the amount of the 
eurrency would raise priées and stimulate spéculation, The diminution 
in the amount of the eurrency would reduce priées and prodnce distress* 
And thus thcro must be a constant alternation from higli prices to low 
priées, and again from low prices to liigh prices—from spéculation to 
distress, and from distress to spéculation. 

" 8. But dépréssion of prices, and their attendant miseries, may not 
be experienccd only when the foreign exchanges are unfavourable. Ex¬ 
cessive caution, an appréhension of war, or political feeling, may cause a 
domestio demand for gold, and this wonkl cause for a whüe a contraction 
of the currcney as se vers as that which would anse from au unfavourable 
exchange; and, as the bank dircctors would hâve no discretionary 
power, but would be required É to adhère to prïnciple/ by giving gold for 
notes, or notes for gold, they could do notliing to assuage these cala- 
mities. Àccording to Mr. Loyd,* a drain, from whatever cause it may 
anse, must be met by a contraction of the eurrency. Mr. Palmer, in 
laying down his rule, put in a saving elanse— c cxcept nnder spécial cir- 
cumstances/ but Mr. Loyd makes no exceptions, 

“ 3. To cairy this System into operation, would require a séparation 
of thc issuing department from thc other departments of the business of 
the bank, and this would cause stül further inconveniences, The manage¬ 
ment of thc issuing department would be exceedingly simple, The office 
of the dircctors would bc a complété sinécure, and, for anything they 
would hâve to do, their places miglit be as well supplied by fonr-and- 
twenty broomsticks. À few cashiers to excliange gold for notes, or notes 
for gold, would be ail the establishment required; and, could Mr. 
Babbage be induced to construct a c self-acting 5 machine to perforai 
these operations, tlie whole business of the eurrency department miglit 
bc carrîed on without hum an agency. But the rîcposit department would 
require more attention. c ït is in thc nature of banking business/ says 
Mr, Loyd, * that thc amount of its deposits should vary with a varicty of 

* I wish I could hâve made this quotation without introduehig thc 
names. It would greatly assist onr mqmries after tmth, and lead to the 
formation of an in dépendent judgment, if we could engage in discussions 
of this kind without any reference to those t aient ed men who may Lave 
distinguished themselves as either tlie advocates or the opponents of the 
doctrines wc investigate, 

I 2 
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circumstances \ and, as the amount ef deposits varies, tlic amount o£ that 
in wMch those deposits arc invested (viz. the securities) must vary also. 
It is, thereforCj quite absurd to tait of the bank, in its charaeter of a 
bankùig concem, keeping the amount of its seemîtics invariable. 1 As, 
therefore, the deposits might vary, tbe bank would be a buyer or a seller 
of Goveinmcnt sec inities ; and, as thèse variations are sometimes to a 
very large amount, the fluctuations in the prîce of tlic publie funds, and 
of exchecpier bills, wonld be very considérable. Tlms the property of 
tliose who held these securities wonld be always changing in value. 
A gain, tîie deposits wonld be withdrawn chiefly in seasons of pressure, 
and the bank wonld tben be eompelled to sell ber securities» But sup¬ 
pose the s carcîty of money shpuld be so great that tbe securities wo nld 
be unsalcablc even at a reduce d priée, how tben coukl tbe bank pay off 
lier deposits ? 

u i\ If the eurreney were administered upon this principle, tlic bank 
wonld be nnablc to grant assistance to the commercial and manufacturing 
classes in seasons of calamity. 

et Mr. Loyd exclaims, e Let not thé bonowers of money, Government 
and commerce, approach, with tbeir dangerous and seductive influences, 
the creator of money/ But, witk ail deference to Mr. Loyd, we contend 
-that it is the province of a bank to afford assistance to trade and com¬ 
merce in seasons of pressure, Mr. Loyd, as a practical banker, wonld 
no doubt afford assistance to Lis ovni customers in such seasons ; and, if 
tins be the province and duty of a private banker, tbe dnty is more im¬ 
pérative on a publie bank in g company, and more impérative stiÛ on a 
bank invested by the législature with pceuliar privilèges for the public 
good. Mr. Loyd says, f Let the bank afford this assistance out of lier 
own fnnds/ But, under Mr. Loyd*s System, she could grant assistance 
only by selling securities ■ and wliat relief wonld she afford by sclling 
securities witb one band, and lendïng out the money with the other F 
Besides, is it certain tliat, under such a pressure as Mr. Loyd 3 s system 
must oecasionally produce, these securities wonld be saleable at even 
auy price P c But, 5 says Mr. Loyd, 1 individuals may afford this assist¬ 
ance. 3 In seasons of pressure few individuals hâve more ample funds 
tban wliat are neccssary for tbe supply of tlicir own wants. . * . When the 
distress is caused by a contraction of the eurreney, it can only be re- 
moved by an increased issue of notes. And there are many cases, such 
for instance as that of the Northern and Central Bank, in winch assist¬ 
ance can only be effectuai!} 7 rendered in tins manner. 

“Wc consider that any System of arîmimstering the eurreney, winch 
proliibits the bankîng institutions of the country from granting relief to 
the commercial and manufacturing classes, must be un sound. We should 
coudemn such a System at once, evon if we could not defoet tîie fallacies 
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on whlch it was founded- In political economy \ve can judge of prin- 
ciples only î>y tlieir practieal elFects—and any System whîch produces 
these effects must bc nnsoimd. When seaaons of ealamity oecur, it is 
not for tlie national bank to cxclaini, Sauve qui peut* Tkey ougîit to 
co-opcrate with tlie Government in attcmpüng to relieve the distres 
and to préservé tlie tranquillity of tlie couutry. ,î 

Thèse remarks, written in the year 1841, might, if put 
into the past tense, almost serve for a lüstory of the year 
1847. The Aet of 1844 was formed upon the principle 
which is liere condemned ; and the effeets deseribed hâve 
actually occurred, There liave beeu great fluctuations in 
the amount of the circulation, in tlie rate of interest, and 
in the prices of the public sccurities. There hâve been 
great spéculations, folio wed by great distress. The Go¬ 
vernment funds hâve in large amount s been unsalcable 3 
and the bank bas been unable to afford relief to the com¬ 
mercial classes. Â severe pressure bas taken place ; and, 
in conséquence of this severe pressure, the Àct was sus- 
pended. It lias been denied that this pressure was pro- 
duced or increased by the Àct. But, how stand the facts ? 
The Aet was passed, and, as predicted, a pressure came : 
the Àct was continued, and tlie pressure increased : the 
Àct was suspended, and the pressure went away. These 
are not opinions—they are facts. 

Àt the meeting of Parliamcnt in the lutter end of 1847, 
committees were appointed by both the House of Lords 
and the House of Gommons, to inquire into the causes 
of the distress which bas for s orne time prevailed among 
the commercial classes ; and how far it lias been affected 
by the laws for regidating the issue of bank notes pay¬ 
able on demandé The following is an extract from the 
llcport of the Lords* Committee as to tlie causes of the 
pressure 

t( À sudden and uncxampled d cm and for forcign corn, produced by a 
failuro in many descriptions of agricultnral produce tlironghout tlie 
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United Kingdora, coincided with tlic unprecedcnted extent of spéculation 
produecd by mcrcascd facilitics of crédit and a low rate of interest, and 
had for some time occasioned over-trading in many branches of com¬ 
merce, This was more cspecially fait in railroads, for whicli calls to a 
large amonnt were daily becoming payable, witliont corrcsponding fnnda 
to meet tlicm, cxcept by the withdrawal of capital from other pursuits 
and investments, These causes account for mucb of the pressure nnder 
whîch many of the weaker commercial firms were doomed to sink, and 
which was fclt even by the strongest. To thèse causes may be added a 
contempoTaneons rîse of price in cotton ; and, with respect to houses 
connccted with the East and West India trade, a sudden and extensive 
fall in the priee of sugar, by whieh the value of their most readily avail- 
able assets underwent great dépréciation. 

ie Sonic of these causes are obviously beyond the reacli of legislative 
eontroL But upon those whieh arc connccted with the extension of 
commercial spéculation, encouraged or checkcd by the facility or the 
difliculty of obtaining crédit, by the advanee of capital and the discount 
of bills, tlic powers and position of the Bank of England must at ail 
time s enablc that corporation to exercise an important influence. The 
oommittee bave conseqaently fclt it to be their duty to in quire into the 
course pursued by the bauk aeting nnder the provisions of the 7 and 8 
Yict, c, %% and they hâve eome to the conclusion that the recent panic 
was materially aggravated by the operation of that statute, and by the 
proceedings of the bank itself. Tins effect may be trace d, directly, to 
the Âct of 1844, in the legislative restriction imposed on the means of 
aceomme dation, whilst a large amonnt of bull ion was hcld in the cofFers 
of the bank, and during a time of favourabb exchanges \ and it may be 
fcraced to the same cause, indirectly, as a conséquence of great fiuctu- 
ations in the rate of discount, and of capital previously advaneed at an 
unusually low rate of interest* Tins course the bank wonld liardly hâve 
felt itself justified in taking, had not an impression existed that, by the 
séparation of the issue and the bankïng départ ments, one inflexible rulc 
for rcgulating the bank issues had been substituted by law in place of 
the discrétion foimerly vested in the bank. ÎJ 

The nature and extent of tlie pressure is tïms described 
By the Governor and I) eputy - G o ver nox of the Bank of 
England:— 

{t The panic began by the failurcs in the eom trade, The priée of 
wheat had risen to about 12 (ta Large and vais of grain from tlic con¬ 
tinent o£ Europe and from America, coupled with the prospect of an 
carly and abundant harvest, caused a sudden fall in priée to about G (ta 
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with a corxesponding décline iu Xndian corn. The failure of rnost of the 
corn speculators fohowcd tins great réduction in price, and their failure 
caused the stoppage of an éminent discount broker havrng a large couniry 
connexion, Tliis lutter failure, by elosing one of the principal channels 
of discount between the qpuntry and London, caused distmst to extcnd 
into the country. Crédit becunie affected by thèse failures, and several 
London iirms of liigh standing also failcd. Then followed in rapid suc¬ 
cession the failure of the Loyal Bank of Liverpool, the Liverpool Banking 
Company, the Norih and South Wales Banking Company, sonie privât© 
country banks, and the Union Bank of Newcastle, followed by a tremen- 
dous run upon the Northumberland and Durham District Bank. To 
these dis asters succeeded alarm, and an almost total prostration of crédit. 
The London bankers and discount brokers refused to grant the usual 
accommodation to their customers, and neeessarÜy obliged every one 
requîring assistance to resort to the Bank of Bngland. Money was 
hoarded to a considérable extent ; so mucli so, that notwitlistanding the 
notes and coin issned to the public in Octobcr exceeded by 4,Û0Q,GÜf}/. 
or 5 3 000,000/* tîic araount with the public in Âugust, still the general 
comphiint was of a scarcity of money. Crédit was so entircly destroyed, 
that bouses trading to distant countries carrying on their business tlirongli 
the mcans of crédit, by a renewal of their acceptances as they became 
due, were no longer able to meet their engagements, and werc forced to 
stop payaient. Tliis was the state of things previous to the issuing of 
the Government letter in Octobcr,” * 

The Committee of the House of Gommons delivered a 
Report in favour of the continu an ce of the bill without 
alteration—in opposition to the opinions of by far the 
majority of tbe witnesses ivho werc examined. 

Those witnesses who are friendly to the Àct contend 
that it bas seeured tbe convertibility of tlie Bank of Eng- 
land note,— that tliis convertibility was endangered in 
1825, in 1887, and in 1839, and would hâve bcen endan¬ 
gered in 1847 but for this ÀcLf 

By the phrase f( securing tbe convertibility of tbe note,” 
it is not meant that the issue départ ment of the Bank of 

* Lords, No. 12. 

f Sec the Evidence b e fore the Committee of the lieuse of Lords, 
Questions No. 140G to 1409, and No. 31G9. 
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England held a suffi ci en t amount of gold and silver to 
pay off ail the notes if had issue fl. It is obvions that tlie 
gold and silver in hand mnst always be fourteen millions 
le s s tlian tins amount, inasmuch as fourteen millions 
of notes are issued against securities. B y <c sccuring 
the convcrtibility of the note/* is meant, that tïïè issue 
department of the Bank of England were in a condition to 
pay off any amount of notes of whicli pay ment vas likely 
to be demanded for the pwrpose of eæporting the gold —tlie 
issue department iras always in a condition to me et any 
foreign deniand for gold, This is callcd, fe securing the 
converti bility of the note/* 

It lias been eontendecl, that the Act lias retained in the 
vaults of the Bank of England a larger amount of gold 
and silver than would otkerwise bave been retained. And 
as this amount is set apart for the express purpose of 
paying tlie notes, their pay mont is so far additionally 
seeured, On the other hand, it lias been mamtaiued tlmt, 
by tbus reserving ail the gold to pay the notes, we en- 
danger ed the pay ment of the deposits* And h ad fhe 
banking department stopped pay ment, a domestic run 
would bave taken place upon the issuiug department, and 
thus the pay ment of the notes would still bave been 
endangered. 

The folio wing is tlie évidence of a direct or of tlie Bank 
of Liverpool upon the subject — 

Cf Witli regard to securing üic convertibilité of the notes, what is jour 
opinion of the- bill ? 

" I dû n ^t think it has securcd the convertibilité the notes at ail. 
The notes remained convertible up to the suspension of tlie bill ; but 
I belleve that, if the bill hud not been suspended then ? or sonie similar 
measure adopted, notes would hâve ceased to be convertible. Looking 
to tlie general state of things throughout the country, and to what 
1 know to Lave been the state of things in London, and the position of 
trade gencrally to the alarm that vas spreading rapidly through the 
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country, and to the fact that tlie powcr of the bank had been rednced to 
stich a point, that if tbere had been any appreb ension of the failurc of 
the country batiks, it could not farther support tliem, and tliat vcty little 
might bave occasions! (I might perhaps go fart hcr, and say, wonld bave 
occasioned) tire failurc of batiks in large towns and in the country— 
hclieving tliat if onc or two country bank s of any magnitude had failcd, 
alarni would hâve spread throughoiit the kingdom, or if onc or two 
London batiks had failed, consternation wonld bave bccn general— 
seeing, also, tire considérable amount of reserve in the liane!s of the 
country bankers and joint-stock banks, and the necessity tliat tbere wonld 
liave been of having tbat reserve as early as possible converted into gold 
îf tbo bank was obliged to stop—s coing tbat a reserve of 20,000/ for 
eacb of 300 country banks wonld bave taken six or seven militons, or of 
15,000/. eacb wonld hâve taken five millions—and tbat if the run for gold 
had once begun, it wonld probably have gone on till the treasury was 
drained—sedng ail tins, my finn opinion is, tbat the bill of 1S1I lias not 
seenred convertibility, and I state the grounds on wbiçb that opinion is 
formed.” * 

It sccms useless at présent to spe dilate upon sucli a 
state of tliingSj as wc NOW know that beforc the pressure 
arrived to such a height as to cause the bankmg clepart- 
ment to stop payment, the À et would bc suspende d. Eut 
it seems fair to ask, whether thé précautions of the À et 
are not disproportionate to the danger ? Wc onght to 
eonsider not merely the greatness of the evil, but also the 
prohability of its occurrence ; and is it wise to inflict 
upon ourselyes a vast nmnber of serions evils merely to 
girard against a danger that may never occur ? It 
may farther be askcd, whether the stringent measures 
that were neccssary last y car to keep the hanking départ- 
ment from stopping payment, would not have been equally 
effectuai under the prenons state of the law in preserving 
the convertibility of the notes ? 

It should be recollectedj toOj that previens to the 
passing of the Àct of 1844, the bank had the powcr of 
rectifying the exchanges by me ans of foreign crédits, as 


* Gommons, Ko. 94. 
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they did in tlie year 1839** But the directors, b Gin g now 
TDÜeved froni ail responsibility with regard to the issue 
departmentj hâve ne iu du cernent to engage in such an 
operation* Indeedj tliey might be censure d for inter- 
fering with the principle of the Àctj that the exchanges 
sha.ll be rectified by a transmission of gold and silver* 

It would appear from the évidence^ that the SOLH advan- 
tage now elaimed for the À et is, that it has secured the 
convertihility of the note* Other advantages, however, 
were expeeted to resuit* Those expectations are thus dis¬ 
poser! of in the Report of the Lords J Committee. 

ff It ia trac that to those who may bave expeeted tliat the 7 & 8 V'icfc. 
e* 32, would effectually preveut a récurrence of cycles of commercial 
excitement and dépréssion, the contrast between the years 1845 and 
1847 must produce a grievous disappoint ment. To those who an t ici- 
pated that the Àct would put a cheek ou impro vident spéculation, the 
disappohit ment cannot be less, if relianee is to be placed (as the com¬ 
mittee are confident it may) on tlic stafccmcnt of the governor of the 
bank, and of other witnesses, that f spéculations were never carne d to 
sneh an énonçons extent as in 1846 and the begiiming of 1847/ If the 
Àct were relied ou as a security against violent fluctuations in the value 
of rnoucy, tlic fallaciousncss of such anticipation is conclus! vely proved 
by the fact, that whilst the différence between the highest and lowcst 
rate of discount was in the calamîtous y cars 1837 and 1830 but 2£ to 
2§ per cent., the différence in 1847 rose to G£. IF it was contemplâted 
that the number and the extent of commercial failures would hâve been 
Icssened, the déplorable narrative of the goyemor of the bank, recordiug 
the failure of thirfcy-three bouses comparatively in large business, in 
London alone, to the amount of 8,129,000/*, is a conclusive reply, If 
the euormous extent to which railroad spéculation lias been canied be 
considcrcd as an evil to which a Sound System of bankmg could hâve 
applîed a corrective, sueh a corrective has not been found lu an Act, sincc 
the p assing of wilich, du ring a period of three years, an incrcased raihvay 
capital of upwards of 221,000,000/. 1ms been authorized to be raised by 


* Se ver al of the witnesses made suggestions for rectifying tins ex- 
change by other means than the exportation of gold.—Sec Gommons, 
97, 2018, 2023, 2579, 2614, 2620. 
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Parliament ; and when tbe enormons snm of 76,390,000/. is stateà, on 
liîgli fmancial antbority, to bave been actually expendcd on railways in 
two y car s and a lialf. If tbe power of obtaining banking accommodation 
on moderato terms werc eonsidered to be promoted by tlie Àct of 1844* 
ifc cannot be said that this important object lias been attaiued, sinec it 
appears in evidence tbat in 1847 ? in addition to au interest; of 9 or 10 
per cent., a commission was also fiequently paid, raising tlie charge to 
10, 20, or 30 per cent, according to tbe time wkich bills bad to run. 3î 

The report might liave added, that if it was expecied that 
tlie amonnt of notes in the hands of the public would fluc¬ 
tuât e in exact corrcspondence xvith the fluctuations in the 
amount of go]d in the Bank of En gland., that expectation 
bas not been fulfilled. From the censure cast on the 
Bank of England before the Act was passed for not pro- 
dticing this corrcspondence, it may be inferred tbat such 
an expectation was entertained** 

Those wbo are opposed to the Act of 1844 bring against 
it tbe following accusations :■— 

First* Tbe Act of 1844 is accused of having prodneed 
an abundanee of money and a low rate of inter est, and 
thus stimulated to excessive spéculation* Wc sbowed, 
in the last Section, that these are always the precursors 
of a pressure* 

According to this Act, ail persons are entitled to 
demand from the issue department of the Bank of Eng- 
land, Bank of England notes in cxckange for gold bullion 
at the rate of 3/* 1 7s. 9 d, per ounce of standard gold. 
"When, therefore, the foreign exchanges are favourable to 
the importation of gold, tliis gold, consisting of gold bars 
and foreign gold coin, winch could not be used as money 
in this country, is taken to the issue department, and 
instantly couvert ed into Bank of England notes* Tbe 
amount of notes is thus increased beyoncl wbat tbe trans- 

* Sec tbe Evidence taken before tbe Committce on Banks of Issue, 
Wo. 2677—2713. 
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actions of tlie countiy requirc. Moncy becomcs plcntiful, 
thc rate of interest falls, and thc low rate of iutcrest gives 
facilities to spéculative undertakings, 

It must Le acknowledged that, previous to thé passing 
of tliis Aet, thc bank directors had adopted thc prin- 
ciple of purchasing ail foreign gold that migHt be offered 
them at 3/. 17s. 9 d. an ounce; and it foroied a feature of 
tlieir system of management, as cxplained before a com- 
mittee of the House of Commons in the year 1832. When 
thc advocates of the Aet say that it is only during a 
season of pressure that the Act cornes into operation.* 
they can mean only tliat it is during 3uch a season that the 
system establisked by the Act differs from the System pre- 
viously in existence. The Act is as much in operation 
when it gives out notes as when it gives out gold. 

It must also be acknowledged that on the 31st August, 
18M, when the Act came into operation, there was 
a large amount of gold in the bank, and a low rate of 
interest consequcntly prevailed. Tliis gold had accumu- 
lated, not litcrally in conséquence of the Act, but in con¬ 
séquence of the principle embodied in the Aet. From 
thc adoption of tliis principle, the gold in the vaults of 
the bank still farther increased after the passing of thc 
Act. 

It must be farther acknowledged, that although thc Act 
rc quire s the issue department at ail times to issue notes 
against gold, it does not require that the Bank of England 
shall at ail times issue 14,000,000/. against securities. 
The Act merely requires that the amount shall not exceed 
11,000,000/. And a London hanker who was examined 
as a witness before the Lords’ Committec, said lie expectcd 
that when the Act came into operation the bank would 
not issue at first more than 11,000,000/. against securities, 

* Gommons, 5121. 
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and that the remaining 3,000,000/, would not bc issued 
until the rate of inter est had advanced to 3^ or 4 per cent. 
But the Âct did not reqnire the Bank of England to 
adopt this course 3 and its adoption wonld probably bave 
been considercd by soine parties as a departure from its 
principle, For it is a fondamental principle of the Act, 
tliat the amount of the circulation shall jerk up and 
down in exact conformity to the importations or expor¬ 
tations of goldi And hence during a favourable course 
of exchange moncy must be abundant, and interest must 
bc low. 

Xt is alleged that the Aet still farther reduced the rate 
of interest, and promoted spéculative undertakings, by 
placing the Bank of England in a position in which the 
directors vere led to adopt a new System of management. 

In Sep tomber, 1844, soon after the Act was passed, the 
directors, whose rate of interest had never previously been 
lower that 4 per cent,, reduced it to 2\ per cent. The 
object of this réduction was to invest a larger portion of 
their funds in the discount of bills. It is stated that, to 
effect this object, the direct ors not only reduced their rate 
of discount, but also canvassed for business, and thus gave 
a stimulus to new transactions. They had been told that 
the banking department of the Bank of England was to 
be managed “likc any otlier banking concem using Bank 
of England notes/* And it is not an unusual thing for 
tankers, wlien they cannot employ their funds at so liigh 
a rate of interest as they wisli to obtain, to employ tbcm 
at a lower rate, Mor is it unusual for a tanker to offer 
lus surplus cash to bill-brokers and others, who arc known 
to be in the habit of supplying tankers with bills* But 
liowever consistent the conduct of the directors may have 
been with banking prmciples, the réduction of the tank 
rate of discount immediately causcd a réduction in the 
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market rate, and iix the rates charged by bankers through- 
ont tlie cûuntry. For it must be observed, that when the 
bank lowers hcr rate of interest upon money in scasons 
of abira dance, it lias the neeessary effect of reducing the 
market rate of interest still Tower than the bank rate. 
Suppose, for instance, the bank discounts at 5 per cent, 
and the market rate of discount is 4 per cent., of course 
no bills are ofTered for discount to the bank. Thcn the 
bank, to gct discounts, loyers her rate of interest to 4 per 
cent. À portion of bills that were previously diseounted 
by private bankers and bill brokers will then be taken to 
the bank ; but the notes thus drawn from the bank make 
money still more plentifud, and the market rate falls to 
3| or 3 per cent. Now, should the bank reduce her rate 
to 3 per cent, the saine effccts would again foliow. For 
the àdditional notes tlms drawn ont would make money 
so ahundant, as to rcduce the market rate of interest to 
2J or 2 per cent, and so on. 

But in seasons of scareity, prccisely the opposite effect 
follmvs. For when the bank r aise s the rate of discount, 
it lias the effect of raising the market rate still higher. 
Thus, if the bank should he discountiug at 5 per cent, 
and the market rate should he per cent. let the bank 
raise lier rate to 6 per cent, and the market rate Avili im- 
mediately hecome 7 or perhaps B per cent, or even higher 
upon inferior bills. For the bank rate of discount u r ill he 
the market rate for only tlie first class of bills—sucli bills 
as could be diseounted at the bank ; and ah bills of tlie 
second class will hâve to pay an advanced rate, and tliosc 
of a still more inferior character will not he discountable 
at ail. 

In 1844 the rate of discount was lower than in any 
previous season of abundance of money, Tliis low rate of 
interest was produce d, in the first place, h y the principle 
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of the À et of 1844, whieh caused the issue of a large 
arnount of notes against gold and silver bullion ; and, 
secondly, by tliat provision of the Àct whieh separated 
tbe two departments, and tbus brought tbc banking de- 
partment of the Bank of England into compétition with 
other bankers and money dealers, as discounters of bills.* 
The direetors of the bank seem to tbink that the spirit of 
tbe Àet of 1844 required that the bank should employ its 
reserve. 

ff If we keep the notes in tbe reserve, instead of gîvhg tîiem ont to 
the publie, tlic cffect tliat ought te be produced by gold coming into the 
conntry is counteracted ; it induces a larger amount of capital to corne 
into the conntry* because y ou do not allow that portion whieli lias comc 
in to be employ ech If y ou do not put ont the gold, or tlie représentative 
of gold, you entirely prevent its having any cffect upon the circulation. 
Tlic exchange will be kept up, and gold wîll continue to corne m”f 

Tîms it appears tliat, ; altbougb there is no positive 
enaetment in the Act respecting the management of tbe 
banking department, tbc direetors so understand its spirit 
as to believe tliat when gold is going ont of tbe eountry 
tbey ought to take measures to prevent its exit ; and when 
gold is coming into tbe eountry, tbey ought to endeavour 
to drive it back again. Tbe first object is attained by 
raising tbe rate of interest very higli ; tbe second, by re- 
ducing it very low. It must, however, be àcknowledged 
that, apart from any efforts of tbc banking department, a 
large importation of gold mil under the Àct nccessarily 
cause a low rate of interest. 

Secondly* Tbe next charge against tbe Àct of 1844 is, 
that it does not admit of tbose occasion al expansions of 
tbe amount of notes in circulation whieh are often required 
by tbe domcstic transactions of the conntry. 

It is alleged that one imperfection of tbe Àct was 

* Gommons, 3275, 5189, 5347 to 5350. 
f Gommons, 3009. 
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strikingly manifestée! in tlie heginning of tlie y car 1816, 
The Parliament required that ail raihvay companies tbat 
intondcd to apply for an Act, should lodgc 10 per cent, 
on tlieir capital within üfteen days after tbe meeting of 
Parliament. It n r as impossible to say beforeband what 
amount of notes would be required to make tlie se pay¬ 
aient s, It ivas variously estimated at from 12,000,000/. 
to 25,000,000/, while ail tbe notes in tbe hands of tbe 
publie amounted to only about 20,000,000/. Ultimately 
tbe raiîway companies of Ireland and Scotland were 
allowed to make tlieir payments in Dublin and Edinburgh, 
respectively ; and tbe payments in London did not amount 
to more tban 14,000,000/.* Tins large sum vras paid by 
means of tbe banking department of tbe Bank of England 
lending out tlie rnoney as fast as it u r as reccived. Had 
tbe Àct of 1844 not been in existence, the Bank of Eng¬ 
land (as in tlie case of tbe West India loan, and of pre- 
vious loans) miglit bave lent ont tbe money before tbe 
time of payaient arrive d, and no appréhensions wonld 
bave been entertained. The notes in circulation vronld 
hâve been largely mereased for a few days, and tben 
again bave subsided to the former amount. Às it was, 
tlie p ay ni eut was not made tbrougb any virtue in the Àct. 
And had it been required under different circumstances, 
or when tbe banking department had a smaller reserve, 
it could not bave been made at ail, j- 

It is farther alleged, tbat the Àct of 1844 requires an 
immédiate contraction in tbe amount of the notes >vben- 
ever gold is exported for mercly a temporary or spé¬ 
cifie purpose. Betiveen Marcb 18 and Àpril 24, 1847, 
2,237,200/. iras exported in payments for corn. An 
cqual amount of notes was of course eancelled by the 
issue department, Tbese notes must bave been taken 
* Lords, 1SG9, 1214, f Lords, 1209. 
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ont of the hands of the public, or from the banking 
department of the Bank of England* About tlie sanie 
time, tlie Government liad occasion to borrow of the 
banking department about 3,500,GQQL to pay tlie Àpril 
dividends, Tlie banking department, couse quently, for a 
while limited tlieir discounts, and even refnsed to grant 
loans on excliequer bills. Grcat pressuré was conse¬ 
ille ntly felt, though it did not last for a long time. Now 
it is alleged, tliat if the Act of 1844 had not existed, 
the directors would liave allowcd the gold to bc exported 
mthont îmmediately contraeting the notes in circulation, 
Tliey would hâve lent the money required by tlie Govern¬ 
ment, without refusing the loans and discounts to the 
public ; and the contraction of tlie circulation, by being 
extended over one or two montbs, instead of a feiv weeks, 
inight bave produced no inconvenience, 

By the Act of 1844, the circulation of the couutry 
banks ivas restricted to a certain amoimt. The average 
of the twelve weeks ending the 27th of Àpril, 1844, iras 
fixed for tlie maximum, During sonie mont h s in tlie y car 
the country requires more notes thau tliis maximum; 
and, as the banks eau issue no more notes of their own, 
they obtain Bank of England notes from London, ïn 
the year 1845 A et s of Parliament were passed for the 
régulation of the notes issued in Scotland and Ireland, 
Beyond certain fixed amoimts, the banks in these coun- 
tries are required to hold gold equal to the amount of 
notes in circulation. In both countries this circulation 
fluctuâtes. In Scotland, the highest amount is in No- 
vember. Tn Ireland, the highest amount is in January 
or February. In these months they require more gold, 
and tliis gold they obtain from the issue department 
in exchange for Bank of England notes, Before the 
Act of 1844, the circulation of the country parts of 

K 














130 


A PEACTÏCAL TKEATISE 


England, of Scotland, and of Ireland, expanded or con- 
tracted as requircd by the wants of the public, witliout 
affecting the London circulation of the Bank of En gland ; 
but under tins Àct, the expansion of tbe circulation of 
tbe country banks, the banks of Scotland and of Ireland* 
are attcndcd by a contraction of the circulation of Bank 
of Engl and notes in London. Tliis may not be a matter 
of much conséquence in ordinary tîmes, wben the banking 
department of the Bank of England bas a large reserve ; 
but in seasons of pressure, such as occurred in 1847, tliis 
drain on the London circulation may be more severely 
felt* 

It may be furtber stated, tbat the withdrawal or dis- 
continuance of a certain amount of bills of exchange, 
tbrougb loss of crédit or otherwise, would render a larger 
amount of bank notes necessary to fiII up tbe space 
formerly occupied by tbosc bills of exchange. But for 
such a circumstance no profusion is made by tbe Àct.* 

Tbirdly. It is alleged tbat tbe Àet of 1844 tends to 
produce and to aggravate pressurej and at tbe same time 
deprives tbe Bank of England of tbe power of granting 
adéquate assistance, even when tbe pressure is most 
urgentj and when assistance can be rendered without any 
danger of affecting tbe forcign exchanges. 

Tliis objection assumes tbat a pressure is an eviL It 
assumes, tbat to advance tbe rate of interest to a rate 
winch no profit can afford to pay—to deprive solvent 
bouses of the means of meeting tbeir legithnatc engage¬ 
ments—to cause a universal réduction of prices, and tbus 
to baffle the calculations of even tbe most prudent—to 
rcduce wcaltby merebants to tbe condition of paupers—- 
to deprive manufacturer of the means of executing tbeir 
orders, and tbus to tbrow tbousands of industrious people 
* Lords, 332—235. 
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out of employaient—to sell to foreigners large amounts 
of goods and manufactures at less than tlie prime cost* 
thus catismg a great national loss—to paralyse the national 
mdustry—to stop the progrès s of useful works—and to 
destroy confidence and crédit—the objection assumes* 
that a pressure winch produces effeets like these is a 
national evih And such must be tlie opinion of those 
who suspended the Àct* and of those who approve of that 
suspension ; for it was to prevent or to remove evils like 
these* that the Àct was suspended* 

It is alleged that tlie Àct tends to produee such pres¬ 
sures. Ey issuing notes against ail the importations of 
gold* it causes abondance of money* lowers the rate of 
in ter est* and stimulâtes to spéculative undertaking (thus 
the low rate of interest in 1844 and 1845 stinmlated the 
railway spéculations) and then* spéculation is always suc- 
ceeded b y pressure. If* therefore* similar causes produee 
similar effeets* and if the future s h ail resemble the past* 
the operation of the Àct of 1844 will tend to produee 
pressure. 

It is further alleged* tliat when a pressure oc cnrs with- 
out being produced hy the Àct* then tlie Àct tends to 
aggravate the pressure. An unfavourable course of tlie 
exchange may be produced h y a large importation of corn. 
The Àct recpüres that the exchange shall be rectified by 
au exportation of gold* and tliat this exportation of gold 
shall be attended by a contraction of the dômes tic circu¬ 
lation (according to the présent meaning of the word 
circulation) to an equal amount. It is hardly neces- 
sary to show that these régulations must aggravate a 
pressure. 

It has heen said* that the pressure of 1847 was pro- 
dnccd by tlie railway spéculations and the famine* and 
therefore it was not produced or increased by tlie Àct of 
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1844. We do not perceivo the soimdness of tliis reason- 
in g, and it secms to show a forgetftdness of the peculiar 
operation of the Àct. The Act requires that the amount 
of notes in circulation shn.ll fluctuâte in exact accordance 
with the amount of bullion. Railway spéculations, famine, 
foreign loans, or a hundred other things, may turn the 
foreign exchanges, and cause gold to he exported, but it 
is the Àct whieli causes our circulation of notes to be 
contraeted in proportion as the gold is withdrawn, So a 
hundred different cire uni stances may cause gold to he 
imported, but itis the Act which causes the circulation to 
be inflated in correspondence with tliis increascd amoimt 
of gold. Herein, we tliink, is the injurions operation of 
the Àct, When the exchanges are favourable, gold is 
imported, The gold is in bars and foreign coin, and 
could not p as s as money. 13ut the Àct issues notes 
against tins gold, thus inereasing the circulation, lowering 
the rate of interest, and giving rise to spéculations of ail 
kinds, These spéculations, co-operàting possihly with 
other causes, turn the ex changes. Notes are tben taken 
to the bank, and gold demanded, for the purpose of being 
exported. This contraction of the circulation of notes 
produces pressure, and the appréhension of further pres¬ 
sure produces pauic. 

They who eontend that the Àct of 1844 bas not ct in 
the slightest degree tended either to ereate or to increase 
the pressureof 1847, seem to be in consistent in con- 
tending, at the same tinie, that the Âct has preserved the 
convertibility of the bank note. It was the pressure and 
the high rate of inter est, and low priées conséquent upon 
the pressure, that checkcd the efflux of gold, and turaed 
the exchanges. Now, if the Àct had no effect in pro- 
ducing or inereasing that pressure, the convertibility of 
* Lords, 3106. 
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the note j b y whatever causes it was secürçd, was not 
secured by tlie À et. If thc Àct did not in tlie slightest 
degree eithcr croate or increase tlie pressure, in what way, 
ive ask, coukl it preserve the convertibility of the note ? 
It appeârs to us that tliosc who contend tîiat the Àct 
greserved the convertibility of thc note are bound bv 
consistency to admit that the Act produce d or increased 
the pressure. 

It is furthcr allège d that thc Àct aggravâtes a pressure 
by the u panic n which it créâtes. It is stated that, dur in g 
thc pressure of 1847, notes to the amoimt of 4,000,000/. 
were hoarded under the influence of panic, and this lionrd- 
ing was occasioned by the provisions of the Àct, It must 
be acknowlcdgcd, however, that somethhig of tins kind 
has taken place in former pressures. We noticed tins cir- 
cumstance witli reference to the pressure of 1836,* and 
again with référencé to the pressure of 1839*t 

£C À contraction of the circulation leads to a general 
appréhension of danger. H en ce tlie bankers and others 
keep larger re serve s of bank notes on liand, in order to bc 
prepared for the worst, and thus the evils of the cou* 
traction are consul erably increased. f That portion of the 
notes of tlie Bank of England ivhieli is passing from liand 
to h and, may be cadled the active circulation. That por¬ 
tion which is hoarded, or kept in re serve to raect possible 
demands, may be cal lcd the dead circulation. N ow, it is 
quite certain that the dead circulation, while it rcmains in 
that State, lias no effect upon the priées of connuodities— 
the spirit of spéculation—or tlie foreign exchanges. The se 

* Tlie History of Banking in America } with an Inqniry 3bow far tlie 
Banking Institutions of America are adapte d to lliis Country, and a 
Eeview of the Causes of the lteeent Pressure ou the Money Market, 
By J. W. Gilhart. Page 9G. 

f An Inquiry înto the Causes of the Pressure ou thè Money Market 
in the y car 1S39. By J, W. Gilbert, Page 38, 
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are affected only by the active circulation. In seasons of 
pressure the dead circulation is increascd at tlie cxpense 
of the active circulation, because peoplc lioard their money 
to mect contingeneies, Hence we find tlie pressure is 
oftcn more severe than the réduction of the Bank circu¬ 
lation would seem to warrant* But the fact is, that the 
pressure is in proportion to the réduction of the active 
circulation, and not in proportion to the réduction of the 
whole circulation. On the other hand, in seasons of abun- 
dance, the dead circulation is diminished, the active circu¬ 
lation proportionably increased, and hence the stimulus 
given to trade and spéculation is much grcatcr than the 
returns of the Bank of England would warrant us to 
expectd 

If this disposition to hoard—or, more properly, to makc 
provision for future or coutingent demands—existe d in 
1837 and 1839, wlien the Bank of England had the 
unrestricted power of issuing notes ; when there was the 
most unhounded confidence in lier ahility to render assist¬ 
ance—and when every solvent person expected, if neeessary, 
to receive that assistance—it is natural to suppose that this 
disposition would be stronger in 1847, when the Bank of 
England had becomc divided into two departments—one 
of which could issue no notes except against gohl, and the 
other had barely notes enough to me et its own obliga¬ 
tions, Eor this alteration in the condition of the Bank of 
England, and the conséquent feelings it inspired, the Àet 
of 1844 is clearly responsable. 

It is said that this desire of “ hoarding w arose from 
FAN ic ; and that the sum thus ff hoarded JJ amounted to 
4,000,000/. of notes. It is dijBicult to State whcre pru¬ 
dence ends and panic begins. This hoarding was no donbt 
carried on by ail the joint-stock and private hankers, who, 
* History of Bankiog in America, page 9 G. 
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having received from tlie public large sums of moncy pay¬ 
able on demand, deemed it prudent to put themselves in a 
condition to repay these sums in case they should bc 
demanded. And, from the number of banking establish- 
ments tliat exist in Londo^ and througbont tîie country, 
it is reasonable to suppose that the sums tîius hoarded 
must bave been considérable.* Many privatc parties, too, 
from distrust of their bankers, probably kept their hoards 
in their own hands. No blâme, however, ean attach to 
the bankers; for, although this u hoarding >3 increases 
the pressure, yet, were they not to adopt this course, 
tlieir banks miglit stop payaient, and thus a heavier 
calamity would fall upon tlie public. 

It is further alleged that the Àct of 1844 bas deprived 
the Bank of England of tlie power of granting assistance 
by tlie issue of notes during a pressure, even wlicn the 
pressure is most urgent, and the foreign exchanges are 
favourable. Before tlie passing of the Àct, when thcrc 
iras no séparation of departments, the bank directors re¬ 
stricte d their issues when the exchanges were unfavour- 
ablc, but extended them when the exchanges were favour- 
able. Ilcncc, during the pressure of 1837, they granted 
assistance by a farther issue of notes to the Northern and 
Central Bank, bceause the exchanges liad becorae favour¬ 
able. Betwcen the periods of an efflux and an influx of 
gold there is ahvays an interval of time, Tliis interval is 
usuallv tlie highest point of the pressure; and heretofore 
the Bank of England would relieve the pressure by ex- 
tcïiding lier issue of notes, in anticipation of the gold 
about to arrive, By this meaus solvent houses were pre- 
vented stopping. Confidence was restored, ff hoarding 
was diminished, and the pressure removed. But the Act 

* See Evidence before the Gommons* Gommittee, 70, 1737, éGüfî, 
577G. 
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of 1844 does not allow this, No additîonal notes can be 
issued imtil tlie gold lias returned. The same course 
must be followed, whether tlie exchanges are favourable or 
unfavourable ; and to anticipate the return of thc gold, 
by a farther issue of notes, under any eircumstanees, how- 
ever urgent, would be a departnre from tlie principle of 
the À et, That su eh a departure, however, may be made 
with immense advantage to the public, is obvions from 
tlie effeets whieli immcdiatcly followed the suspension of 
tlie Àct in October, 1847.* 

It is chieüy in tins respect that tlie system cstablishcd 
by tlie Act differs from the System previousîy in operation* 
And some of the witnesses, looking no farther than this, 
merely recommended that a power to suspend the Act 
in cases of severe pressure, should be lodged eitber with 
the Government or tlie Bank, We feel no regret that the 
Législature did not comply with this recommendation* 
It is this inflexibility of thc Àct which makes the com¬ 
mercial classes feel thc unsoundness of its whole principle. 
Had a dispensing power been granted, we should merely 
Il ave fallen back upon the previous System, with the 
additional dis advantage that the bank would never be 
able to adopt a better System, eveu if so disposée!. The 
clireetors had for several years professed to govem the 
issue of notes by tlie foreign exclianges, but departed from 
that principle aceording to their discrétion. The Àct of 
1844, by its inflexible enaetments, put this principle to 
the test of experiment. The principle could not h car that 
test, and hcnce tlie Act was suspende d. Thcre is now a 
chance, at Icast, that we shall get a hetter System, The 
following is the language we addrcssed to the joint-stock 
bank s at the time the Act was passed 

“ It must be acknowledged that the principle of regu- 
* Gommons, 5387—5389. 
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latin g tlie currency by the stock of bullion in the Bank of 
England, as proposed by Sir Robert Peel, is one which 
the joint-stock banks, as well as the prïvate banks, hâve 
strongly condemnecL But sinee Ave cannot obtain the 
adoption of our own views* the question for our con¬ 
sidération is, Whether the existing System or that now 
proposed Avili best promote the interests of our establish¬ 
ments ? And we sliall probably déterminé that it is better 
to hâve a uniform laW, the operations of which may be 
subjected to somc degree of calculation, than unknoAvn 
laws, which arc applied or suspended according to the 
impulse of caprice. 

The proposed measure is an experiment ; and so , 
excellent is the machinery, that the experiment interfères 
as little as possible with existing interests. And the old 
machiner y being rétamé d by the conti nuance of tlie coim- 
try issues, tlie rcturn is easy to the former System, if 
uecessary, before any serions injury can be inflic te d on 
the country. 

fC As practical bankers, we contend that expérience is 
the only test of the sonndness of a theory. Let, then,' the 
currency principle J be tried by tliis test. If it suceeeds, 
tlie joint-stock bankers, in common with every other class 
of the community, will share the ad van t âge. If it fails, 
tlien other principles Avili, perhaps, be tried; and, not- 
Avithstanding ail the denunciations Ave hâve heard upon 
the subjeet, it may perhaps be nltimately fonnd tliat tlie 
principle of * competing issues/ as practised in Scotland, 
is the only effective principle by Avhieli the currency 
tliroughüut the United Kingdom can be managed, 3 ** 

* Lcttcrs of Nehemiah, page 9. In tlie year 1844, I addressed four 
letters to tlie joint-stock banks, irnder the signature- of Nehemiak,— 
<f The first was written a short tirae préviens to the opening of Parlia- 
rneut ; the second, soon aftenvards, when an impression prcvailed that a 
plan Tvotild be proposed for the establishment of one bank of issue ■ the 
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It is obvions that the enircncy principle” lias been 
tried and lias failed, It scems now to be tlie proper 
timc to fry the antagonist prineiplc—that the amount of 
the dômes tic currency sbould be wholly un&ffected by 
the importations or exportations of bnllion, We doubt 
not that the talent and ingenuity whicli framed the Àct 
of 1844 can construit a plan for bringing this prineiplc 
also to tlie test of experiment, Wlien this is done* we 
will judge of the sonndness of the principle by its results. 
So far as it hitherto heen tried* it lias never failed,* 

tbird, immediately after Sir Robert Pcel h ad annomiced bis me as me 5 iu 
the Honse of Gommons, and bcforo the deputies from the joint-stock 
banks bad held their meeting for the pùrposc of considering tbem : and 
tbe fourtli, al'tcr tbose measnres bad become law/ s The object of tbe 
tbird letter—from which tbe above quotation is taken—-was to advise tbe 
joint-stock banks not to discuss tlie principle of the currency in their 
communications with tbe Government, but to endeavour to obtain s orne 
praotical modifications of tbe measurcs originally proposed. My advicc 
was followed, and tbe modifications wexe obtaincd, Tbe joint-stock 
banks hâve bad no meeting respecting tbe pressure of 1847. Tbey bave 
consequently expressed no opinion respecting it ■ nor did tbey propose 
any witnesses for examination befere tbe parliamentary committees. It 
was not tbonght advisable tbat tbe joint-stock banks as a body shoiüd 
interfère with public questions, except such as bave a spécial référencé 
to themselves, as joint-stock banks. It was therefore determined to 
w r atcb tbe procecdings of tbe commit te es, but not to call a meeting of 
tbe deputies/* unless some measnres were reeommended tbat migbt 
practicaEy affect tbe joint-stock banks. 

* It would appear from tbe recent Message of tbe President of tlie 
United States of America, that bis principle bas been tested by the opera¬ 
tion of tbe Constitutional Treasury,** 

“ During the présent y car nearly the whole continent of Europe bas 
been convulsed by civil war and révolutions, attended by mimerons bank- 
rupteies, by au unpvecedentcd fait ni their public securitîes, and an almost 
universal paralysis of commerce and industry ; and yef, although our 
trade and tbe priées of our proclucts must bave been somewbat unfavour- 
ably affected by tbese causes, w r e bave escaped a révulsion, our money 
market is comparatively easy, and publie and privât e crédit bave advanced 
and iraproved. 

fi It is confidently belleved tbat we bave been saved from their efiect 
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We bave tiras endeavourcd to trace (imparti ally* as wo 
believe) the practical operation of the Àct of 1844.* It 
is reasonable to suppose* that un lier similar circumstances 
it wiH produce similar elle et s* What will be its effects 
under other circumstances* we bave yet to learn. We 
bave yet to learn what mil be the operation of the Àct 
under a large importation of gold, üb initio } from a favour- 
alile state of the exehanges—-what wiU be the cffcct of tlie 
Àct during a pressure* when it sball not be suspended— 
and liow its effects may be increased or mitigated by any 
different System of management on tlie part of the banking 
départaient» We hâve yet to learn liow the Àct will work 
financially during a large falling off in the public revenue* 
an increase of taxation* or contracts for large Govern¬ 
ment loans ; and liow it will work during a war* in which 
■we mav bave to maintain armics on the continent* or to 
suhsidize foreign powers. We bave yet to learn whether 
the issuing department will be ultimately removed from 

by the salutary operation of tlie Constitutional Treasury, It is certain 
that, if the 24,000,000 of specie importée! into this coimtry during tlie 
fiscal y eau ending on tlie 30 th of J une, 1S47, hadgone into the banks, 
as to a great extent it must hâve done, it would, in the absence of this 
System, hâve been made the basis of augmented bank paper issues* pro- 
bably to an amount net lésa than 60,000,000 or 70,000,000 of dollars, 
produmng, as an inévitable conséquence of an mllated eurrcncy, extra¬ 
vagant price s for a time, and wild spéculation, which must hâve been 
followed, on the reflux to Europe the succeeding year of so much of that 
specie, by tlie prostration of the business of the coimtry, the suspension 
of the banks, and most extensive hankrnptcies. The restraining eficct 
of the System npon the tendcncies to excessive paper issues by banks, lias 
saved the Government fiom heavy losscs, and thonsands of our business 
men from baukruptcy and ruin, The wisdom of the System lias been 
tested by the expérience of the last two years, and it is the dictate of 
sound policy that it diould remain midisturbed ” 

* The reader wil1 And some furtber observations on this Act in tlie 
Section en "the Administration of the Banking Department of the Bank 
of England.” 
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the Bank of Engl and to tlie Excïïequer, and we sliall 
bave a paper eurrency issued b y tbe Government under 
the authority of an Àet tbe provisions of wbich may 
be suspended (as heretofore) by tbe samc Governmciit ; 
and al so whether tbe future suspensions of tbe Act will 
ever bc influenced by party or political considérations. 
And, finally, we bave y et to le ara. how tbe Act will work 
in case of any large importations of gold from tbe mines 
of Bussia or California* 

We may be reminded tliat, sbonld tbe Act work un- 
favourably under any of tbe above eircum s tances, tbere is 
one remedy always at hand—tbe remedy wbich bas already 
been applied—to suspend it* And no doubt, under any 
Government, raen will bc found wlio will bave tbe courage 
to apply tins remedy* But tins will not remove tbe pre¬ 
nions èvil. The suspension, too, may be long delayed, 
and in tbe mean time mueli evil may arise* In tbe next 
pressure tbe nation will be like ff a cat in an air-pump." 
The animal will not be allowed to die, but at what précisé 
period of exhaustion relief will be afforded will dépend 
Lipon tbe views and théories of tbe philosopliic statesman 
wbo may at tbe time bc performing tbe expemnent* 

It wiH not be safe for praetical bankers to calculate 
witb too much confidence upon tbe suspension of tbe Act. 
They sliould make tbeir arrangements on the supposition 
tliat it will not be suspended* And it behoves tliem to 
inquire what are tbe principles upon wbich, under sucli 
cireumstances, tbeir establishments ought to be adminis- 
tered. This we shall now proceed to do* 

We pointed ont at tbe passing of tlie Act tbe course 
wliicli we tbougbt prudent bankers ought to pursue* 
ff Permit me now, witb ail deference, to point ont tbe 
course wbicli I thïnk the joint-stock banks should pursue* 
In future, the araount of notes in circulation will be regu- 
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lated by the foreign ex changes. When the exchanges 
are favo arable, money will be abondant ; when they arc 
unfavourable, it will be scarce. The evils arising from 
a scarcity of money can only be avoided by following a 
prudent line of c on du et when money is abundant. TV c, 
theiij as prudent bankers, ought at présent to clieck our 
desires of making large profits and declaring higli divi- 
dendSj and be content to employ our funds at a low rate 
of interest; rather than lock them np in bazardons or 
inconvertible securities. We should call up our old over- 
draftS; and our dead loanS; and; if necessary, increase our 
capital; so as to place ourselves in the position most 
favourable for meeting an adverse State of the foreign 
exchanges. In cases of pressure on the money market; 
arising from an unfavourable course of exchange; the 
Bank of England will not be able, as heretofore, to relieve 
tliat pressure by a further issue of notes, and; so far from 
granting assistance to other banks, she may, from the 
extent of lier transactions, be more in need of assistance 
herself. We must, therefore, eonduct our banks, indi- 
vidually; on a principle of self-dependence} we shall bave 
to limit our overdrawn accounts, to avoid ail advances on 
inconvertible securities; and to call np sucli an amonnt of 
capital as shall securc to us the means at ail times of 
giving reasonable accommodation to our customers. On 
the récurrence of a pressure similar to that of 1839; the 
cry w r ill be sauve gui peut—™ every onc must take care of 
himself/ 5 * 

The knowledge we bave acquired of fhe worldng of the 
À et will tend to givc additional force to these recom¬ 
mendations. The attention of practieal bankers will also 
Le caïîed to other points hesides tliose which are here 
named* 


* Letters of Nehcmiali. 












342 


A PRACTICAI TREÀTISE 


It wiU becomc a question with them to what extcnt 
they should continue to allow inter est on their deposits* 
Somc of the joint-stock banks in London allow interest 
on the minimum balance of a current aceount, Others 
allow inter est only on deposit receipts, But most London 
bankers, whether p rivât e or joint-stocks allow interest on 
the daily balance to tkeir country connexions» In seasons 
of abundance ; however, tlicy nsnally limit the amoimt on 
wdiich tjiey allow interest to prevent themselves being 
glutted with moncy from tbe country banks, But sliould 
the Àct of 1844 produce tliose frequent alternations from 
abundance to pressure, and again from pressure to abond¬ 
ance, wliich we tliink it will produce, then it will bccome 
a matter of considération kow far the practice of allowing 
inter est on deposits can be continued. It can ne ver be 
worth a tanker 5 s wbile to allow interest on money which 
rcmains in bis liands only so long as it cannot be em- 
ployed, and is taken from him tbe moment it becoines 
valuàble, During tbe year 1847 vast srnns were with- 
drawn from both tbe London and the country bankers, 
not from any distrust of these bankers, but with a view to 
make more profitable investments. The rate of inter est 
h ad been for some time previously ver y low. Cons ois had 
been at par ; and wben consols feli so low as to yield 
per cent, inter est, and the railway eompanies issued 
debentmes bcaring interest at 5 per cent,, large s uni s 
were w r ithrlrawn from ail the bailles, as well as from tbe 
savings banks, for tbe pnrpose of being invested in these 
securities* The bankers had no right to comp tain of thïs, 
as they were called upon only to fulfil their engagements ; 
but they will probably be miwilling in future to allow 
interest on deposits of tbis description, 

Andther circumstance wbich tbe operations of tbe Act 
of 1844 will lead practical bankers to re-eonsider, will be 
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tlie extent to which they should invest their surplus 
funds in Government securities. Many bankers bave 
considérée! it as a sound principle to invest a certain por¬ 
tion of their funds in Government securities. We bave 
laid before our readers extracts from evidence given beforc 
parliamentary cûmmittees, in favonr of tins principle, and 
w r e expresse d onr own convictions respecting the same 
doctrine* But 'vve must acknowledge tbe operations of the 
Àct are sufficient to show that tbis principle should bc 
actcd upon with caution, and should bc liniited in its 
application* Tlie Àct will cause money to bc altcrnately 
abundant and searce. When money is abnndant, tbe 
funds are bigb ; and when money is scarce, tlie funds are 
low. In s casons of abundance tbe banker will be full of 
deposits ; in seasons of pressure bis deposits will bc witli- 
drawn, and bc will, moreover, be asked to assist bis cus- 
tomers b y farther advances. He will, therefore, always 
bave occasion to sell ont of tbe funds when tbe price is 
low, and thus lie will sustain loss. It will, consequently, 
be bis interest to employ bis surplus fonds in otber invest- 
nient s, or even to keep bis money unemployed in bis till, 
ratber tban invest it in Government securities. His risk 
will bc greater if tlie Àct should be capriciously sus¬ 
pende d. In October, 1847, several banks are said to bave 
sold ont of the funds only a few days before tbe appear- 
ancc of tbe Government letter. Àfter tbe issue of that 
lot ter tbe money was not wanted j but, as the funds imme- 
diately rose, tbe money could not be replaced but at con¬ 
sidérable loss* Tbe reports and proceedings of tlie joint- 
stock banks brought to ligbt somc transactions of tbis 
kind, and it is probable that the private banks sustained 
heavy losses by similar transactions* 

Ànother lesson that will be more deeply impressed npon 
tbe niinds of practical bankers, will bc to conduct their 
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establishments in sneli a way as to be self-dependent in 
seasons of pressure. 

The events of tlie year 1847 are sufficient to show ta 
wliat extent dépendance ean be placed on the Bank of 
England. Several of the direetors complained that every 
body looked for assistance to the Bank of England. No 
expectation could bc more complimentaisy to the bank, nor 
show more strongly the confidence she had inspired undcr 
her previous government. In no preceding pressure liad 
she refused assistance npon tlic ground that she was unahle 
to grant it, Bat in former pressures there was no sépa¬ 
ration between the issuing and the banking depaxtments. 
Her great strength lay in the power she possessed of ex- 
panding the circulation. That power she surrendered to 
the Àct of 1844. She then became hke ff any other bank- 
ing conccrn issuing Bank of England notes,** Her locks 
are now sliorn.* 

The Bank of Liverpool liad been onc of the oldest and 
most respectable of the connexions of the Bank of England. 
Thcy had, from their commencement, ne ver issued any 
but Bank of England notes, and had always a pretty large 
discount account with the brandi at Liverpool. Y et, in 
the year 1847, their minute book contains several en tri es 
similar to the foliowing The manager stated he had 
seen the agent of tlie brandi bank this morning, and that 
he would not discount anythïng for us fo-rïay/ J Even in 
the comparative light pressure of Àpril 1847, the bank sud- 
denly restrict ed their discounts; and, in October 1847, thcy 
were qui te nnable to meet the public demand, although in 
s orne cases thcy lent cou sols instead of inoney. Indeed, 
it was because the means of the bank were unable to 
supply the demand for notes, that the Act of 1844 was 
suspended ; yet the governor, and ail the other witnesses 
* Gommons, 769, 33234, 3911-2, 4566, 5389, 
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who supported the Act of 1844, statcd their opinion that 
t]ie pressure of 1847 waa not so se ver e as sorbe preceding 
pressures, How mueli sooner, then, would the means of 
the bank bave bcen exhausted, if the pressure h ad e quaile cl 
its predecessors in severity ! 

While baukers should not dépend on the Bank of Eng- 
land, neither should they dépend on the bill-brokers. A 
broker, as the name implics, is an intermediate party 
between the borrower and the lender, Whcn money is 
abundant the bilbbroker h as large funcls at his disposai, 
witli whieh he will discount at a lower rate of interest 
than the bankers, Whcn a pressure arrives, these funds 
are withdrawn, and his occupation is gone. Somc bill- 
brokers hâve large capitals of their own, and takc in 
deposïts, re-payable on demand; and to this extent they 
may he regarded as bank ers. When money is abundant, 
sometimes cunnîng people, instead of going to their own 
banker's, will takc their bills to tlie bill-brokers, who will 
discount them at a lower rate; and when the pressure 
arrives, and the brokers no longer discount, they tliink to 
rcturn to their bankeris, It is said that some country 
banks hâve occasionally adoptecl the same System. But 
it is clearly a bad System for an}^ bank to adopt À bank 
that is dépendent on re-diseount will most likely feel 
some inconvenience in a season of pressure, even wlicn the 
bills are ail undoubtedly gooch But if the bank lias, from 
a désiré of making large profits, been indùced in scasons 
of abundance to re-discount inferior bills, the results may 
he more serions, Eor in a season of pressure, a large 
portion of those bills will not be paid, and the bank will 
bave to provide payments for its own indorséments, while 
its former channels of re-discount will be closed. Àll the 
joint-stock banks that stopped payment in 1847 had 
been accustomed to re-diseount j and tliough some of 

L 
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tliem wêrè unsoimd iu other respects, jet the immédiate 
cause of their stoppage was the inability to re-discount, 
We again refer to the proceedings of the Bank of Liver- 
pool* u The manager stated that ont of two small sums 
of 10,000^ sent to London to tlie broker 5 s, only 011 e had 
been done.”—" We bad then 100,000*. at call with certain 
hill-brokers, ndio were unable when applied to to return 
us more tlian 25,0Q0/. JJ Tlie governor of the bank stated 
that tlie faillir c of tbe corn spécula tors caused tbe failure 
of an eminent discount-brokcr having a large country 
connexion ; and this failure, b j closing one of tlie prin¬ 
cipal cbannels of discount betiveen tlie country and 
London, caused dis trust to extend into the country* 

Banks should not only avoid depending on tlie Bank of 
England, or on bill-brokérs : tkey should also avoid de¬ 
pending on otlier banks. Sonie bank s in mannfacturmg 
districts are in tlie habit of discounting with banks in 
ngricultiiral districts. À very good practice, as tvc think. 
But the banks requiring the discount sliould alvrays recol- 
lect that vlien a pressure arrives, the discounting bank 
may liave other ways of employing its funds* Country 
banks, too, should not rely too mucli on their London 
agents* Some London bankers hâve, no doubt, immense 
power. Àt the same time, in seasons of pressure, tliey 
liave immense cl ai ms upon tlieni** If free from a run 
upon themselves, tliey ivill endeavour so to administer 
their funds as to afford reasouahle assistance to ail their 
connexions. And no onc connoxion should expect to re- 
ceive more tlian this reasonable amonnt of assistance* But 
tliey may themselves he exposed to danger* The panic of 
1847 w&s not a banking panic, but a commercial panic ; 
and therefore the London bankers were comparatively 
free from molestation. But banks had failcd in Liver- 
* Communs, 2344—& 
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pool and Newcastle, and tliis might hâve caused a bahking 
panic in London. The pauic of 1825 commenced hy the 
faillir e of a country bank. lu such a case the London 
bankers eould hâve rendered but little assistance to their 
country connexions. It must be reeollected that the Act 
of 1844 w r as suspended upon the application of the London 
bankers* The governor of the bank stated to the Com- 
mittee of the Ilouse of Lords — {< The London bankers 
and discount-brokers refused to grant the usual accommo¬ 
dation to their customcrs, and neeessarily obliged cvcry 
one requiring assistance to resort to the Bank of England/* 
The most effectuai way of acquiring tins self-dcp en douce 
that we hâve been recommending, is to call up an adé¬ 
quate amount of capital. Dur in g a pressure, as we bave 
already said, a hanker bas three addition al daims on 
bis fimds. In the first place, a large amount of liis 
deposits may be vitlnlrawn. Secondly, many of bis eus- 
tomers, and somc probably of the weaithiest, will require 
additional assistance; in the way of loans and discounts. 
And; thirdly, lie will think it prudent to keep a larger 
sum in bis till, to meet contingent demanda, On the other 
hand, the bills lie holds will not ail of them be regularly 
paid ; tlie temporary loans lie has granted will bave to 
be renewed j and should lie call up any of his permanent, 
or dead loans, it will resemble calling spïrits from the 
deep. In this case be will find the benefit of a large 
capital ; and it is only b y mcans of a large capital that ail 
these operations can bc performed with comfort to himself 
and satisfaction to his customers. But if w r e incrcase our 
capitals to the full extent that may be required in seasons 
of pressure, we must not expect to pay liigli dividends. 
It is obvions that with the same extent of business, a 
bank with a large capital must pay a lower dividend than 
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a bank wîth a sinall capital» It seems tlierefore Ukely 
that the average rate of banking profits will bc reduced. 

£C The fluctuations in the value of money produced by 
attempting to régulâte tlie currency by the forcign ex- 
changes are injurions to both the London and the country 
bankers. In s casons when money is abundant, tlie 
bankers obtain but a low rate of interest on their loans 
and discounts—and they are tempted to make imprudent 
investments in order to employ their funds. And when, 
on the other hand, money is scarce, the amount of their 
lodgments is reduced—the rate of interest allowcd on tlie 
permanent deposits is advanced—a larger snm is kept 
unemployed in tlie till —and there is more danger from 
losscs, either by the faillir 6 of parties in debt to the bank, 
or by tlie neeessity of rcalising Government securities. 
Tliose country bankers who are in the habit of re-dis- 
eounting thcù , bills in London are induced, when money 
is abimdant, to carry this System to a great extent, because 
they can obtain money at 2 or 8 per cent, in London, and 
lend it in the country at 4 or 5 per cent. But when 
money bec ornes scarcc they bave to pay an exorbitant 
interest or are denied discounts altogether, and tliey arc 
then compelled to refuse tlieir eu s t amers their usual ac¬ 
commodation, and then great distress is occasioncd in the 
provinces* Except imder peculiar circum stance s, both 
the extrêmes of abundance and scarcity of money are un- 
favourable to large banking profits» À State in whieh 
money is easy without hein g abundant, and valuable witli- 
out being scarce, is the most condueive to the prosperity 
of bot h the banking and the commercial interests of tlie 
country.* 

* An Inquirj into the Causes of the Fressure ou the Money Market 
duriüg the year 1339. 
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While, however, the profits of a tanker from tlic 
ordinary operations of bis business may be diminished, it 
is possible lie may bave opportunities of making otlier 
profits by tliosc fluctuations in the priées of public securi- 
ties, which usnally oceur in the different péri ods of a 
eircle of the currency* In the first période immediately 
after a pressure, money is abundant without spéculation ; 
in the second period, money is abundant and spéculations 
abonni ; in the third period, spéculation begins to décliné 
and money is in demand; in tlie fourtli période money is 
scarce and a pressure arrives* It is impossible to say how 
long each of tbese periods may last, as they will be in- 
fluenced by political events—the abondance of the har- 
vests—the direction which spéculation may take—and 
the state of the public mind* Thcir approach or décliné 
are generally indieated by the stock of gokl in the Bank 
of England. 

During the first period money will be abundant, because 
the importation of gokl will cause an increased issue of 
bank notes; becausc, the import of commodities being 
diminished, tliere will be fewer bills drawn from abroad 
upon English houses, and offered for discount to the 
London bankers; and because trade will bave heeome 
paralyzed at home, and priées will bave fallen, so that less 
money will be required to carry it on. À banker at this 
period, will bave more money than be can employ. But 
at tins period, the priées of the public funds and of otlier 
securities are low. The Àct of 1844, by causing great 
fluctuations in priées, gives great advantage to prudent 
capitaliste at the expense of the less prudent or less 
wealthy classes of the eommumty* u Àll fluctuations in 
trade/ J says Mr. Gurncy, “ are advantageons to the know- 
ing man."* To tliose wbo are not "knowing men/ J 
* Lords, 1324* 
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these fluctuations are injurions. The abondance of the 
circulation produces a multiplication of contracta, and 
tlien the contraction of tlie circulation produces an 
i nabi lit y to fulfil theih;* And tliose wlio bave stock or 
any otlicr kind of saleable property, are obliged to réalise 
in ordër to fulfil their engagements. Bankërs may during 
tliis period makc advantageous investie eut s ; and as tliey 
may calculate tfiat anotlier pressure will not arrive for two 
or three years, they may purehase a limited amoimt of 
securities tliat liave six or twelve months to run. During 
the second period, money will be in demand, though there 
may be no great advance in the rate of interest. The 
securities purcliased b y the banker in the first period, will 
now be falling due or advancing in price. But tins will 
bc tlie period of bis greatest danger, and be must bave 
a car© not to let liis desire of getting higher interest 
lead bim to makc undue advances upon the commodi- 
ties or securities that may be the subject of spéculation. 
The third period, will be the most profitable for the 
banker in Ms direct business. Money will be in fall 
demand at a good rate of inter est, and bis deposits will 
liardly baye begun to décliné. He sbould now sell ont 
stock and excliequer bills, or any other securities likely to 
be affected by tlie approaehing pressure. He sbould make 
advances only by discounting short bills or making short 
loans. He sbould weed bis accounts of sucb customers as 
liave deeply engaged in the previoixs spéculations—and 
put bim self in a condition, to support liberally through 
tlie pressure, those who may be entitled to hi& assistance. 

It seems, tberefore, probable that banker s will, under 
the Act of 1844, ëndeavour to make up for diminisbed 
profits by dcaling more largely in securities. Accorcling 
to the évidence of Mi\ Pease, tbc fluctuations in tlie cür- 
^ Lords, 3845. 
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rency bave already produced similar effeets in the depart- 
ments of trade and commerce* 

w I stated, as olearly as X was able to do, that the man who bought 
front liand to rnouth, wMeh is the common case, and did not watch those 
fluctuations of capital, so as to buy wlien tkings nrere unusually dc- 
pressed, and to seO wlien things rose again, failed. The only man who 
succeeded in making money, snccceded in carrying on a spéculative kind 
of business, that has arisen from the want of regukrity in the values of 
money and prodnee. The man who did not so speeulate—bnying 
largely at one time, and sclling very froely at another—did not succced*” 
st It is of gréai importance that persons who do not desire to carry on a 
spéculative business sbould havo somc assurance that it is modérâtely 
productive. That assurance they hâve lost, by being suddenly deprived 
by those fluctuations of tbat which they thought they had se cure d by 
tlicir industryd 5 * 

Though we would no t confound tins kind of spéculation 
witlx that which takes place by means of time bar gains on 
the Stock Ex change, y et we do not think it désirable that 
Banks should deal in the public se cari tics mer ely with a 
view of making a profit from the fluctuations in price. 
Sometimes the tanker will he ont in his calculations, and, 
ins te ad of selling at a profit, he will h are to sell at a les s, 
or clsc submit to a lock-up of his fonds* And at ail times 
there is a danger that he will acquire a spéculative feeling, 
which will lead kim to disregard the stcady pursuit of his 
trade* 


* Comoions, 1700, 4702* 
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SECTION IX. 


TUE ADMINISTRATION 01 T ÎLE BANKING DEPARTMENT OF T1IE 
BANK OF ENGLAND. 


Ey tbe Àct of 3 844, tbe banking départaient of the 
Bank of England was separated from its issuing départ¬ 
aient ; and was to be managed like “ any otlier banking 
concem issuing Bank of England notes. 5 - Taking this 
view of tlic banking departmcnt, we propose to inquire on 
what principes it ought to be admimstered. We sliall do 
this, however, not so muoli witb the view of bringing for- 
ward any notions of our own, as to lay before tbe reader 
some aeeount of tbose prmciples winch tlic bank directors 
bave adopted for their govermnent. This will lead us, 
peradventure, to discuss some principles of practîcal 
banking to which we hâve not liitherto bad occasion 
to refer. We shall then trace the operations of this 
départaient since the passing of the Àct of 1844. 

TJie Bank of England is governed by a court of directors, 
consistmg of twenty-four members. These are seïected 
from tlic mercantile classes of London, virtually, by tbe 
otlier directors, wbo form wliat is eallcd a House List. Tbey 
recommcnd certain persons to be chosen as directors, and 
tbe proprietors always follow tins recommendation. Tbe 
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court liold thelr meetings every Tlmrsday, and they tlicn 
receive a report of the transactions of the preceding 
week. 

The executive administration, in the mean time, is in 
the hands of the govemor and deputy-govemor, who may 
hc advised or assisted h y the committee of treasury. This 
committee is composed of those directors who hâve held 
the office of govemor, of the existing govemor and deputy- 
govemor, and of the direct or who is întended to be the 
next deputy-governor, À director is at first an ordinary 
director, and attends the weekly meetings of the court. 
In turn he becomes, for one year, a memher of the com¬ 
mittee of treasury ; then deputy-governor for two years ; 
then govemor for two years ; and afterwards a permanent 
memher of the committee of treasury, This committee 
mcet once a week, and at sneli other times as they may 
be called together specially by tlic govemor. Sometimes 
they discuss the mcasures tliat are to be submitted to tlie 
ncxt meeting of the court ; but the court do not now so 
readily as formerly adopt tlxeir recommendations. The 
govemor and deputy-governor, for the time being, makc 
ail loans and advanccs, and sometimes raise the rate of 
discount, without waiting for tlie opinion of the court, 
They conduct ail negotiations with the Government, and, 
subject to the sanction of the court, hâve the wholc admi¬ 
nistration of the a ff air a of tlie bank* Ëach director nmst 
hold 2000/, hank stock ; the deputy-governor, 3000/. ; and 
the govemor, 4000/, It was the rule that every director 
slionld take his turn for becoming govemor, but rccently 
it lias been determincd to place in that office the director 
whom tlie other directors shall, hy ballot, think hest 
qualified, Several suggestions were made hefore the par- 
liamentary committees, for improving the composition of 
the court of directors, It was proposed that ali the 
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directors should not be taken from the commercial classe^ 
but that somc should be sclccted froni the banking and 
manufacturing inter ests. It was also asked, whether a 
permanent governor, eitlier for life or for a number of 
y car s, wonld not be préférable to the présent System. 

The Àct for separating tlie two departments came into 
operation on the 31 st Auguste 1844, and the following 
ivas the first return made under tlie Àct, sliowing the 
condition of the banking départaient on the 7th Sep- 
tember, 18 44 :— 


Account of the IdabiUtm and Âssets of the Bank of England, for the 
week ethêiïig Ith Se$tember t 1844 , 


Br. 

Notes issued 


ISSUE DEP ARTMEN T. Or. 

£ £ 
28,351,295 : Government clebt . . 11,015,100 

Other securitiea . * 2,9 S 4,000 
Gcdd coin and bullion, 12,0575208 
Silver bullion . . . 1,694,087 

£28,351,295 


£28,351,295 


BANKING DEPARTMENT, 


£ 

Proprietors 7 capital , 14,553,000 

Eest. 3,564,729 

Public deposits , . 3,630,809 
Other deposits . , . 8,644,348 
Seven day and other bills 1,030,354 

£31,423,240 


£ 

Government seeurities 14,554,834 
Other seeurities . f 7,835,616 
Notes ..... 8,174025 
Gold and silver coin , 857,765 


£31,423,240 


The following Table triU give a more de t aile d account 
of somc of the items in the aboyé return ;— 










































7th September, 184*4. 
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It will lie se en from the above, that tl±e means or fonda 
of the banking départ ment for carrying on its business, 
consista of L The Paid-up Capital—2. The Rest or 
surplus fund — 3, The Public Deposits—4 The other 
deposits—5. The seven-day and other Bills. These fonds 
are invested in ff Government seenrities” and in “ other 
secunties,” and the remainder is kept as a reserve in 
the till. 

1. A iewing this as tlie condition of a private and mde- 
pendent bank, the first thing that would strike the minci 
of a practical banker, would be the large amount of the 
Paid-üp Capital, The capital is 14,553,000/.; while the 
total deposits are only 12,275,157/» The ûbject of a large 
capital is, in the first place, to secure the public confi¬ 
dence ; then, to liavo the means of repaying the deposits 
whenever demanded ; and also, of affording to tlie cus- 
tomers of the h aide, every reasonable accommodation in 
the way of loans or discounts. But after making due 
provision for these objects this amount of capital appears 
mmedessanly large, Were it only 7,000,000/., that wonld 
be amply snfficient for carrying on the présent extent of 
business, and the rate of dividends might thon be in- 
creased. Ail above this amount could only be invested 
in Government securitics, ne ver likcly to be required for 
banking purposcs ; and if required, could not be suddenly 
realised, or at least not withiii the penod in which they 
are likely to be wanted, 

2. lhe next thing that wonld appcar remarkable for a 
private bank, is the large amount of the Rest, or surplus 
fond. 

The Best, or surplus fond, or Guarantee Fund, as it is 
sometimes called, consîsts of the accumulation of surplus 
or remaining profits after the payment of the dividend. 
The object of tliis fond, is not to guarantee the public 
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for thc security of their deposits, but to guarantee to the 
shareholders thc uniformiiy of tlie dividende If, in any 
one year, the profits fall below the amount requircd to 
pay the usual dividende the deficiency is taken from the 
rest or surplus fund* The amount of this fund should 
be régulât ed by the extent of the business and the pro¬ 
bable loss that might arise in conducting that business* 
If the fund is five or six Unies the amount of the deficiency 
that might possibly arise in making up the annual dividende 
it would appear to be sufficicnt* For if, after making up 
tins deficiency for one, two, or three year s, it shouid appear 
that the profits of the bank h ad be corne permanentîy 
diminishedj then the course would be to reduce the 
dividende imtil the surplus fund had reeovered its former 
amount* 

Banks that hâve made large profits, hâve either ili¬ 
er cased thc dividende or distributed tliem among the 
shareholders in the form of bonus es, or hâve added them 
to tlie capital. The Bank of Englantl hâve adopted ail 
these plans* Yet, after ail these distributions of incrcascd 
dividende bonuses, and addition al capital, the hank had 
on the 7th of September, 1844, a rest, arising from 
surplus profits, of 3,564,729/* No other ff banking con- 
cern carrying on business witli Bank of England notes, JJ 
would think it necessary to keep such a rest* Neither 
the kind nor the extent of business car rie d on, is ever 
likely to re quire anything like this amount to rneet any 
occasional losses. The amount is altogether excessively 
disproportionatc to thc purposcs for which a surplus fund 
is usually applied, and at thc same tiuie it fends to give 
an erroneous view of the profits of the hank, This rest is 
employed in the business, and yields profits, but it pays 
no dividends* The profits go to swell the dividend on the 
capital, and h en ce the capital appear s to yield a profit of 
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7 per cent* But the dividcnd of 7 per cent, is not 
madc upon tbe capital alone, but on the capital and rest 
together, and hence upon the funds employé d it amount s 
to only about 5f per cent. 

3. The Deposits. 

The Public Deposits are thus classihed 


Exchequer account ...... 

. . 3,198,000 

Tor payment of Dividende .... 

. , . 315,000 

Savings Banks, &c. ...... 

, . . 501,000 

Other public accounts ..... 

. . . 017,000 


3,631,000 


The ff Exchequer account ” is the current account with 
the Governmentj and this account is creditcd with the 
amount of the taxes as they are lodged in tbe bank. In 
the beginning of January, April, July, and Oetobcr, tins 
account is debited for the amount nccessary to pay tbe 
quarterly dividends, and the amount is carried to tbe 
crédit of tbe account u for payment of dividends.” Tbe 
balance bere standing to tbe crédit of this account is tbe 
amount of tbe dividende tbat had not tben been claimed. 
Tbe next account is called ^Savings Banks, &c.” Tbe 
trustées of the savings bank s tliroughout tbe country 
are required to lodge tbe deposits in tbe Bank of Engl and 
to the crédit of tbe Commissioners for the Réduction of 
tbe National Debt, who afterwards inyest it in tbe public 
funds. We do not know what is meant by nor yct 

by the “otlier public account s,” We bclicve there arc 
certain aecounts connccted with the Court of Chancery 
that are required to be kept with tbe Bank of Engl and * 
and by the last bankruptcy law, tbe efitccts of bankrupts* 
estâtes are required to be lodged in s orne onc or otlier 
of tbe branches. Thèse may form tbe “ otber publie 
aceounts/' 
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The Private Deposits are thus classified 
Railways « 

London Baukers . . .. 

East India Company. . ,. 

Bank of Ireland, Loyal Bank of Scotlaiid, &c 
üthér Deposits 
Deposits at Branches 

8,644,000 

With regard to both tlie public and tîie private deposits, 
a banker would inquire whether tliey were fluctuating or 
permanent ; whether repayable at fixetl periods, or liable 
to be suddenly witbdrawn. Ile would thus ascertain wkat 
proportion could be profitably employé d, and wkat amount 
shonld bc kept in tbe till, to me et constant or occasional 
demands, He would observe on inspection that the 
balance of tlie exehequer accountincreases gradually 
during tlie qiiarter, from tlie receipt of the taxes, until 
the commencement of the next quarter, when it is largely 
reduced by the payment of dividends, He will, therefore, 
provide for thèse quarteriy payments ; but his provision 
will be less ample when informée!, tliat, as tlie public 
deposits décliné, tlie private deposits will inerease, and 
more especially those of the London bankers, This is parti y 
in conséquence of the banker s holding powers of attorney 
to reçoive the dividends due to parties who résidé in the 
conntry, and partly b e eau se the abundance of money 
caused by the payment of dividends increases their own 
deposits, and thus enables tliem to keep for a time larger 
balances in the Bank of En gland. We bave already saie! 
that no rule can be given as to the amount of notes which 
any banker should keep in his till—the proper amount 
eau be ascertained only by expérience. But we should 
imagine that iu ordinary tinîes tlie deposits in the Bank of 
England are suffîciently steady to prevent any perplexity 


£ 

30,000 

963,000 

636,000 

175,000 

5,631,000 

1.300,000 
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on the subject, We may be asked what we mean by 
ff ordinary times/ J since now cvery year différa from its 
predecessor, and the steadiness and imiformity whieh 
heretofore characterized banking and commercial affairs 
are no longer knovra» We reply, that by ordinary times/ 5 
we mean those times that are the least affeeted by the 
foreign exchanges* Eor sorne year s past it h as been the 
practice to régulâte the issue of bank notes by the foreign 
exchanges. Wlicn the foreign exelianges b ring gold into 
the country, bank notes are issued against it, money 
becomes abundant, and the bank deposits increase. Wlien 
tlie exchanges take oui gold, the bank notes arc dimi- 
nïshed, and the bank deposits décliné. Tins System bas in 
a great measure been acted upon by the bank directors 
since the year 1882, and it is now rigidly enforeed by the 
Àct of 1844. These extraordinary seasons of great influx 
or great efhux of gold appcar to be subject at présent to 
no general rules. But at other times tbere seems to be 
no reason why the Bank of England sliould net profitably 
cmploy a large portion of lier deposits, We may observe, 
however, that as the bank allows no interest on any 
of lier deposits, sbe sustains no loss even when they are 
net employed ; but were they to be employed her profits 
would bc greater. 

4. With regard to the INTESTMEKTS^ a bunker would in- 
quirc first, Are they safe ? secondly, Are they convertible ? 

There seems no ground to question tlieir safety—tbeir 
convertïbility is not so obvions. The Government stocks 
Excbequcr bills, and East India bonds, rrnist be considcrcd 
in ordinary times, and to a reasonable amount, as strictly 
convertible. Bnt tins is not the case with the Govern¬ 
ment annihiles. They conld not be sold in the market ; 
and even by private negoti action, few bayera would be 
found, except the insurance offices, Even with them the 
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négociations would probably occupy considérable time. 
As to the City bonds, railway bonds, and mort gages, they 
would in a season of pressure be altogether useless. It 
may be said, tbat the bank’s capital being so large, a 
portion may, without inconvenience, be lockcd up in dead 
sec initie s. This observation is valid to a certain extent, 
but not to an indefinite extent, and aftcr giving it due 
weight, tbc amount thus invested seems too large. 

The annuities form a large portion of the amount of the 
" Stock and Annuities.” The first is an annuity of 585,7401., 
nsually called the “ Dead Weight,” whieli cominenccd on 
the 5th April, 1823, and is to continue for forty-four years 
from that time. Other annuities arose out of the Bank 
Charter Act of 1833. The Government were to pay to 
the bank one-fourth of the permanent débit of 14,686,8007. 
amounting to 3,671,7001. At first it mas arranged that the 
bank should receive in payment of tbis sum, 4,000,0001. 
3 per cent, redueed annuities ; but it was afterwards 
changed to an annuity for tiventy-six years, and mil expire 
in 1860, at the same time as the “Long Annuity.” 

The bills discounted, and the short loans called 
" Ad varices on bills of excliange, excliequer bills, stock, 
&c.” are most legitimate banldng investments. 

Tlie plan of granting short loans was commenced in 
1829, to obviate tbat tightness in the money market, 
whïch was felt for a month or six weeks before the 
payment of the dividends, through the gathering in of 
the taxes into the exchequer, The rate of interest 
charge d, was nsually about one per cent, less than the 
discount, charged on bills. The loans were repayablc 
to the bank at about the time tbat tlie dividends were 
paid to the public. Notices were issue d, statiug tlie rate 
of interest, and the kind of securities on wliich loans 
iui! il d be made, and the time of repayaient. The first 
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notice was issued on the 3d of Decenibcr, and 

the practice continned until after the passing of the Aet 
of 1844. 

Advanccs on deficicncy bills, are a kind of short loans 
made to the Government, whenever the taxes are less fhan 
snfficient to pay the public dmdends. Thèse advances 
seem to be very legitimate. The bank lias one large 
custorner. À custorner who keeps large deposits nill 

sometimes requirc large advances. These advances may 
peradventure be wanted at a time wlien it may not be 
cxactly convenient for the banker to make them* AH 
large ace omit s may at thnes be attended with sonie in- 
eonvenienee. But if a banker takes such accounts, he 
must makc his arrangements accordingly. In the présent 
case, the bank bas the advantage of kriowing, by the pro¬ 
grès s of the lodgments on the ff Excliequer account, 
whether such advance is likely to be required. 

When the Government requires these advanccs, the 
bank must eitlier make them out of her reserve in the 
tül, or sell publie securities to obtain bank notes, or 
restrict hcr advances to other parties. It is pceuliarly 
unfortunatc that the Government is more likely to reqmrë 
tlicse advances in seasoris of pressure, inasmueh as in tliosc 
seasons the taxes are usually less productive and are less 
punctnally paid, H en ce the bank may be called upon 
to make advances to Government at the saine time 
that similar advances are reqnired by the commercial 
classes. In some cases the bank might not bave the 
means of making advances to both parties. IIad the 
Government required such advances in Octobpi 181/ 3 
the commercial distress must hâve been considerably 
increased, 

5. The Reseïlye.—à practical banker would, at brst 
sight, consider tbis reserve as too large. From the 
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amount and charaeter of thc deposits it would not appeau 
tliat so large a reserve was necessary, and a portion mîght 
well Le employcd in earning interest înstead of lying 
improductive in the tiil. But, before we eondemn the 
bank directors, we must give tliis natter farther con¬ 
sidération. We hâve already stated that, even before the 
passing of flie Àct of 1844, the directors liad been in 
the habit of issuîng their notes against gold and silver 
bullion ; and when a large amount of notes had bcen thus 
issued, tlie deposits in the bank were increased. Now, 
wlien tliis Act came into operation—August 3Ist, 1844— 
the bank had in tins way acquired a large amount of gold 
and silver bullion ; indeed, slie does not ever before appear 
to hâve had so large an amount in the whole course of her 
history. If we look to those years which preceded pres¬ 
sures (for in tliese years gold on hand is usually large), 
we shall find that in 1824 the amount was 13,810,080/, ; 
m 1836 thc highest quotatîon is 7,801,000/. ; and in 1838 
it is 10,126,000/,; but on the 7th of September, 1844, 
the amount retumed in the issue départaient is, gold 
12,657,208/. and silver 1,694,087/., while the sum of 
9,032,790/. was retained in the banldng départaient. 
Notes, of course, had been issued against ail tins bullion, 
and the deposits in thc bank liad consequently increased. 
" Well/ J it may be said, “ tins will account for the 
increase of thc deposits, but not for the increase of the 
rcserve. Why were not the deposits invested?” We 
will explain this. Tliere are sonie classes of investments 
which thc bank directors can rnake independently of 
other parties. For instance, they can purchase Govern¬ 
ment stock, exchequer hills, and railway bonds, just as 
they please. But, as we hâve stated, it is not prudent in 
a banker to invest the temporary increase of bis deposits 
in tins way, as, when the deposits are withdrawn, he may 
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hâve to sell t lie se securities at a lower price, and tlms 
s us tain loss. There are other classes of i rive st ment s for 
winch the bank is, to a certain extent, dépendent on otlicr 
parties; such, for example, as the discounting of bills 
and the grantiûg of loans* The bank directors cannot 
invest their money in tliese ways unie s s there are parties 
willing to reçoive it* Now, while a portion of the notes 
issued against gold and silver bullion are lodged witli the 
bank in the form of deposits, another portion, and somc- 
tinies the largest portion, do not go into the bank, but 
are circulated among tlie publie, and soon iind their way 
into the hands of bank ers, h ill-brokers, and money dealers, 
who, frorn the abundance of money, will discount bills 
and grant short loans at a lower rate of interest tlian the 
bank* The bank will, therefore, bave no further appli¬ 
cations* When her bills and loans fall due, they will be 
paicl, and the amount will go to inerease lier reserve* 
Thus it appears that the notes whieh, in a favourable 
course of the foreign exchanges, are issued against gold 
and silver bullion, will tend in two ways to inerease the 
b ank reserve ; first, b y increasing her deposits, and 
sccondiy, by diminishing her securities* Tins wdll aceount 
for the large amount of the reserve* The rule laid down 
by the direetors is, that the reserve should be about que- 
third tlie amount of the deposits* 

Having giveri these expl anation s, we sliall now proceed 
to notice the operations of the banking department of the 
Bank of England since its séparation from the issuing 
department hy the Âct of 1844 

I* The operations of the Banking Department, from tlie 
passibg of the Àct in 1844, te September 5, 1845* 

The Act came into operation on the 31 st Àugust, 1844, 
and almost immediately somë important changes were 
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introducèd. Up to tliat date the bank liad never dis- 
eounted at a lower rate than 4 per cent. Tins rate, in 
ordinary timcs, had seldom varied, and ail bills disconnted 
at tlic same timc were charged the sanie rate. But, on the 
5tli September, the rate of discount on bills was reduced 
from 4 to 2| per cent* and on notes to 3 per cent. On the 
18tk Mardi, 1845, the bank introducèd the principle of a 
minimum rate of discount ; fîxing 2 \ per cent, as the rate 
on first-rate bills, and char gin g a higher rate on otlier 
bills. The object of thèse changes was to employ a por¬ 
tion of the reserve in the discount of bills. 

This line of coud uct was hy no me au s imwarrauted b y 
the practice of “ otlier banking concerna” Tt Is an esta- 
blished principle in practical banking, tliat a banker, wlicn 
lie cannot employ hîs surplus fnnds at so high a rate of in- 
terest as he irishes to obtain, should employ those funds at 
a lower rate, rather than keep thern uneniployed in his tiih 
And it is also an established practice to charge different 
rates of discount on different bills, according to tlie class 
or character of the bills—the respectability of the parties— 
the time they hâve to run—and a variety of otlier eircum- 
stances. In adopting these régulations, tliercfore, the 
directors wcrc only performing the work assigned to them, 
of eonducting the banking dep&rtment ff like any other 
banking concern isstdng Bank of England notes.” 

Thèse changes gave rise, in the parliamentary com- 
mittees of 1847, to soine discussion upon the question as 
to whether the Bank of England governcd the market-rate 
of interest ; or the market-rate of interest governed the 
bank-rate ? Thcre can be but little différence of opinion 
upon tins subjcct. The “market-rate” of interest is the 
rate winch bankers and bill-brokers charge for discotmting 
first-class bills to tlic public. Wlien the forcign exchanges 
are bringing gokl into the countrv, and notes arc issued 
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against this gold, thé abundance ot money in tlie hands of 
the bankers and bi 11-brokers causes tlie market-rate oi 
discount to fall bclow the bank-rate, If during this season 
tlie bank charges a higli rate, she gets but few bills, On 
the other hand, when gold is going out of the country, 
and money bccomes s car ce, the market-rate is higlier than 
the bank-rate. If during this period the bank charges a 
low rate, she must soon limit her discounts, or her reserve 
mil he exhausted, But, though the bank camiot change 
the course of the crûrent, she can give it increased 
strcngth. Though she camiot make money dear when it 
is cheap, nor cheap when it is dear, yet when it is cheap 
she can make it cheaper, and when it is dear she can 
make it dearer, Hence, every alteration in the bank-rate 
has always an immédiate influence on tlie market-rate. 

Such was the case in September, 1844, The large im¬ 
portations of gold Lad reduccd the market-rate of discount 
to 24 per cent, xvliile the bank charged 4 per cent. But 
when the bank redueed her rate to 24 per cent, the 
mark et-rate went down to 2, and even to 14 per cent, 
To engage aetively in discountïng bills w r as a new feature 
in tlie bank management. In 1832 the then govemor 
stated to the Committee of the House of Gommons, that 
he thouglit the bank should bc a bank of circulation and 
of deposit, and only occasionally a bank of discount. But 
the A et of 1844 plaecd the bank in a new position, and 
led to the adoption of new principles, For mer ly the bank 
had invested her surplus funds in Grovernment securities. 
But when she purchased, the price advanced; and when 
she sold, the price fcll, This produced a fluctuation in¬ 
convénient to the public, Often, too, she purchased when 
the price was hîgh, and sold when tlie price was low : and 
thus sustained loss, It was therefore deemed préférable 
to invest a portion of lier reserve in the discount of bills. 
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The suras tlius invested would return as thc bills feil due, 
and the reserve could at an y time be strengthencd by 
checking the discounts* 

The directors having determined to invest a portion of 
their funds in discounts, it became nècessary to reduce 
their rate of interest to ncarly the market-rate, or tliey 
ivould hâve got no bills. 

An eminent London banker, distinguished b y his sup¬ 
port of the À et of 1844, says—If the bank is to continue 
as a large discounting body, (of the expediency of which 
I entertain considérable doubts,) I tbink if very désirable 
that its rate of interest sliould conform to the real market 
value of money. 55 * The directors seemed to think it 
nccessary that tliey sliould in some way employ their 
reserve, in order to preverit the too great accumulation of 
bank notes in the issue dcpartment.f We here give no 
opinion as to thc best way of employing the bank J s reserve, 
but we are qui te ready to admit, as the governor admits in 
reply to a question, that the truc principics of banking 
are, first, that a bank shall never place itself in su ch a 
position as that it shall be unable to meet its liabilities ; 
and next tliat it shall employ the whole of its resources at 
the greatest profit that it can with référencé to prudence, 
looking to its reserve/' % 

In tlius coming into compétition with the moncy dealers, 
reducing the rate of interest, exciting a feverish state of 
feeling in tlie public mind, and giving facilities to the 
formation of companies for spéculative purposes, the bank 
directors arc accused of having violâted their publie duties 
as the bank of tlie Government, and tlius sacrifice d the 
interests of the nation to the interests of their proprie tors. 
We shall net meddle with this question* We hâve here 
nothing to do with the public duties of the bank directors* 
* Lords, 1G32* f Gommons, 3000. % Gommons, 3722. 
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We are considering the banking department as ff any othcr 
banking concerné Generally speaking, Providence lias 
so constitutcd hiiman society tliat ail banking fcompanies, 
and ail individnala too, mil most effeetually promote tbe 
public interests when by lionourable me an s tliey promote 
tlieir own. If this is not tbe case with tlie Bank of Eng- 
landj it ranst bave arisen from tbe aets of tbe Législature ; 
and tbe faet—-if it be a fact—is présomptive e video ce 
against tbe wisdom and tbe justice of those laws by which 
she was placed in tliat position* 

Àt tbe close of this period we fînd tliat tbe London 
discounts bad incrcased from 113,000/, to 2,365,000/.. and 
tbe City Bonds, &c. JJ bad incrcased from 3,357,000/* to 
4,009,000/., owing, it is présumé d, to tlie porcliase of 
railway deb en turcs. The circulation of tbe issuing de- 
partment bad increased from 28,351,295/. to 28/1)03,300/.* 
and tbe minimum rate of inter est charge d by tbe bank 
was per cent. 

II* The Administration of tlie Banking Department 
from Sep tomber 6, 1815, to Scptember 5, 1846. 

Dur in g this period there were tbree alterations in tbe 
minimum rate of inter est. On October 16, 1845, it iras 
raised from 2^ to 3 per cent. ; on November 6th to 3^ 
per cent*; and on Àugust 17, 1846, it w r as again reduce d 
to 3 per cent. In fixing tlie rate of discount, tbe directors 
took into account tbe amount of bullion ni the issue 
department, the reserve in tbe banking department, and 
the amount of tbe discounts. Tbe amount of bullion vir- 
tually rcgulated tbe otber two ; and tbus tbe interest was 
go ver ne d by tbe forci gn exchanges. Àt tbe same time, 
tbe directors, as practical bankers, would pay tbe greatest 
attention to tlieir reserve, as it was only from this source 
tbat any advances could be made* Hence, sometimes one 
* S ce tlie betums ai tlie end of this Section. 
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object of raisin g the rate of discount was to diminish the 
number of applications. It was tliought better to protect 
the reserve by raising tlic rate, than by positively refusing 
to discount. 

In the beginning of 1846 a eircumstance occurred wïiicïi 
increased both tlie deposits and the discounts of the bank, 
and âdded greatly to lier profits. The railway companies 
w ho were désirons of obtaming Àcts of Parliament to 
authorize the construction of their lines, were required 
to pay into the Bank of En gland, within four te en days 
after tlie meeting of Parliament, 10 per cent, on the 
estimated amount of their capital—to hc retumed when 
the company h ad obtained tlie Act, or when the applica¬ 
tion had heen rejected, Everybody wondered b e for eh and 
bow so large a sum could be paie! ont of the amount of 
notes then in circulation. But the bank acted with the 
railway deposits as she had been accustomcd to act with 
the public deposits previous to tlie pay ment of dividends. 
As fast as the money came in, it was lent out, and thlià a 
transaction of large magnitude was effectcd without much 
difficulty. This shows the importance of a Government 
bank. Had the deposits been required to be lodged in 
the exchequer, and there to remain until reclaimed by the 
railway companies, the operation coidd not bave been 
cffccted. The bank could hâve performed it with greater 
faciUty previous to the passing of the Act of 1844. She 
could then hâve lent ont lier notes before the lodgments 
were required to be made; there would hâve been no 
previous appréhensions, nor any tightness during the 
operation. 

111, The Administration ot the Banking Department 
from Sep tomber the 5th, 1846, to September the 4th 
1847. 

In September, 1846, the minimum rate of discount was 


/ 
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3 per cent* On Jamiaiy tlie 14th, 1 847, it was raised to 
3^ per cent*, and on the 20th of tlie saine month to 4 per 
cent* On April the Btli to 5 per cent,, and on the 5th of 
Àugn&t to 5i per cent, 

During the whole of this pcriod tlie forelgn cxcliangcs 
were imfavourable, and the circulation of the issuing 
départ ment decHned from 39,760,870/. to 32,396,845/.* 
This was attended b y a décliné in the reserve of the 
banking department and an merease in tlie amonnt of 
loans and discounts, 

The bank directors did not raise their rate of discount 
above 3 per cent, nntil the month of January, 1847* For 
this they hâve heen severely censured by parties wlio hâve 
h ad tlie advantage of not being com pelle d to forai an y 
opinion nntil after the resuit was known, The month of 
April was an important month, From the deficiency ot 
the harvestj large importations of corn took place* Thèse 
imports were paid for in gold, wliieh was suddenly with- 
drawn from the issue department, for exportation* 

Contemporaneous with this export of gold, the Govern¬ 
ment required to borrow 3,500,000/, upon deficiency bills 
in order to pay the dividends, Undêr the old System 
this niiglit not hâve heen a matter of much importance, 
but the case was different under the Àct of 1844* The 
banking department was rather in danger of getting into 
what tlie Ain encans call a fix,^ To avoid this “ fix/* 
the directors raise d the rate of discount to 5 per cent, ; 
they refuse d to lend money even upon exchequer bills ; 
they limited their discounts ; and they borrowed 1,275,000/, 
on consols. These measures caused a severe pressure on 
the money market, but it soon subsided, From this period 
the forcign exchanges were favourahie to tliis coimtry* 

* Ey deducting 14,000,000/. from this sum, we sec tlie amount of 
gold and silvcr bullion on haud in the issue department. 
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The operations of tilis mont h of April, 1847, hâve given 
ri se to much discussion. 

The advocates of tlie Àct of 1844 hâve point ed to the 
transactions of this month to prove that the management 
of tlie issue department cannot be safely entrusted to 
the bank directors. They say that if the bank h ad 
ad van ce d its rate of interest they nright hâve prevented 
tlie unfavo arable course of exchange, and couse quently 
hâve avoided the pressure which tlien occurred. On the 
other han d j it h as been stated that the bank ouglit to 
be guide d in its rates of interest by the amount of its 
reserve—that from November, 1846, to Âpril, 1847, tlie 
reserve was above one-third of its deposits, a greater 
reserve than any other bank would think it necessary to 
keep—that the deruand for gold was so sudden., and for 
so large an amount, that no ordinary mies could hâve 
prevented it ; and even had it been prevented, it might 
hâve been injurions to the country, as it would hâve 
checkcd the importation of corn which was then required 
in conséquence of the dehciency in tlie harvest. Thcre 
can be no doubt that, under the Àct of 1844, a sudden 
exportation of gold must cause a sudden contraction of 
the amount of notes in circulation, This u self-actmg 
machine ” acts by jerks, like a steam-engine without a 
fly-wheel ; and its advocates look to the banking départ- 
ment to supply the fly-wlieel, and to cause the machine to 
move smoothly and equably. It may be doubted whether 
tlie banking department bas the power of doing this. 
But when this is not doue, the advocates of tlie Àct 
throw tlie blâme upon that department. They resemble 
the court preceptor, who, when the royal pupil did any- 
thing wrong, inflicted the beating on his fellow-student. 
If on this occasion the bank did wrong, it may be feared 
that it was lier court connexion which led lier astray. 
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The Government were then negotiating a loan of eight 
millions for the relief of Ireland* An cl a there was a 
feeling in tlie court that, in the face of the Government 
negotiating a loan, it would be an act of want of courtesy 
to put up the rate of interest immediately.^ * In the 
secret history of the Bank of Engl and we raay possihly 
fine! other instances of similar faults. But if on the 
présent occasion she was in fluence d by sucli considéra¬ 
tions, she dicî not aet ff like any other banking concerné 

The events of Àpril, 1847, also lead us to remark that 
the London hankers ne ver vary their rate of discount 
witli a view to regulate the forcign exchanges* If it 
behoves the banking départ ment to do tins, it bas cer¬ 
tain! y to perform duties which are not considered to 
h cl on g to <c any other banking concerné Nor do the 
London hankers suddenly and ahruptly stop discoimting 
for tliose customers in whom they bave confidence* The 
frequent occurrence of sueh suspension of loan s and dis¬ 
counts as occurred in April, 1817, would form an insuper- 
ablé bander to the banking department ever acquirmg 
that kind of business which is carried on by the London 
hankers* No mer chant wonld like to dépend on sueh a 
bank for the me ans of m alun g his daily payments. We 
believe, however, that most mercantile firms that hâve a 
discount account with the Bank of England bave another 
banking account elsewhere, and some hâve also aecounts 
with the large bill-brokers, 

The pressure that existed in Àpril, 1847, h as been 
attributed to the publication of the amount of the bank^s 
reserve* It was said, and said truly, that the bank might 
very pmdently reduce lier reserve for a few days below 
the average amount, knowing that by bills falling due, or 
hy other means, slie would soon receive a sum that would 
* Gommons, T^o, 3Q0L 
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replenish lier coffers. But tlic public, seeing ouly the 
amount of the reserve, and knowing nothing of the sums 
about to be reçoived, might become umiecessarily alarmed, 
and hence a panic might ensue, Upon this groimd> some 
parties questioned the poliey of publishing the bank ac- 
counts in tlieir présent form. But the remedy for this 
is not to suppress the raturas, but to circulate through- 
out the community sucli an amount of knowledge as 
shall enable tliern to judge accurately respecting banking 
affairs, Other parties, of a Iiigher class than those we 
denominate the public, hâve fallen into erroneous opinions 
by a literal adhesion to these rctunis, Alrnost np to tlie 
time of the suspension of the Àct of 1844, it was con- 
tended by some who sit in hïgli placcs JJ that there 
eould be no pressura on the commercial classes, since 
there were then more notes in the hands of the public 
than in former scasons when no pressure existe d, And 
hefore the Parliamentary Committees of 1847 it was 
stated by the goveroor and cleputy governor, that it could 
inake no différence to the public whether the bank ad- 
vanced three millions, or any other sum, to the Govern¬ 
ment on defieiency hills, or advanced the same sum in 
loans and discounts to the commercial classes, inasmuch 
as the returns would show that the amount of notes in 
circulation woulcl be the same, The events that followed 
the suspension of the Àct showed the fallacy of tliese 
opinions, It was sliown that the amount of notes in the 
hands of the public is not of itself a certain criterion by 
which to judge of the amount of banking facilities eijoyed 
hy the commercial classes, 

IV, The Administration of the Banking Department 
from September, 1847, to September, 1848, 

During this period the minimum rate of interest was 
advanced from 5^ to 6 per cent, on the28d of September; 
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to 8 per cent., by authority of the Government letter, on 
the 25 f h of Octobér: It was redixced to 7 per cent, on 
the 22d of Novcmber; to 6 per cent, on tîic 2d of 
December ; to 5 per cent, on the 23d of December ; to 
4 per cent* on the 27tii of January, 1848 ; and to 3^ per 
cent, on the 16th of Jane, 

Ât the commencement of tins perlocl a gréât number of 
commercial bouses failed, not only in London, but also in 
Liverpool and Glasgow, and other large places* The 
foliowing is the acconnt given by the Governor of the 
bank to the Commïttee of the Housc of Lords 

ce An miprecedcnted large importation of food, catmed by a déficient 
Harvest, required in payèrent the export of a large amount of bullion, to 
tlie extent of about 7,500,000/., from the coffcrs of the bank, and pro- 
bably not less than 1,500,000/. from other sources,—together 0,000,000/. 
F rom this great réduction in the available capital of the country, in 
addition to the still larger ambunt iuvested in railway expenditure, acting 
suddenly upon a préviens high state of crédit and excessive spéculation, 
aros<rthe pressure in the money market. There was an abstraction of 
7,5(10,000/. from the bullion held by the bank, and conséquent ly a dimi¬ 
nution in the notes to that estent/ 1 * * 

During this period the bank acted with great liberality* 
The followîng is a list of the advances made between the 
15th of September and the 15tli of Noverober 

{t 1. The Bank of England being applîed to by a very large fîrm in 
London, who had at that time liabilities to the extent of se ver al millions 
sterling, advanced 150,000/. on the security of debentures to that amount 
of the Governor and Company of the Copper Minera in England, and 
therehy prevented them from stopping payment ; it was distinctly under- 
stood that the operation was for that pur pose, 3. The bank advanced 
50,000/. to a country banker on the security of real property* 3, On 
the urgent représentations of se verni parties of the first Importance in 
the eity of London, the bank advanced 130,000/. to lhe Governor and 
Company of the Copper Miner s, on the guarantee of approved names, 
taking at the saine time a mort-gage on the Company’s property for 
370,000/. to cover this surn, and the amount of 150,000/. debentures 
bcforc advanced upon ; it was stated that the stoppage of tins company 
would hâve tlirown 10,000 people ont of cmployment. 4. The bank 
* Lords, 13, 
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advanced 3ÛO,OOG7 to thc Royal Bank of Liverpool, on the security of 
bills of exchange, over and above their usual discounts to tliis bank ; 
tins advance unfortunatcly proved inadéquate, and the Royal Bank, 
liaving no more security to offer, stopped payaient, 5. The bank assister! 
another joint-stock bank in thc country with 100,0007, on the security 
of bills of exchange, over and above usual discounts, 6. The bank 
advanced 130,000/. on real property to a large mercantile house in 
London. 7. The bank advanced 50,000/. to another mercantile house 
on the guarantee of approved names. S. The bank advanced 50,0007 to 
a joint-stock issuing bank on bills of excl muge, and agrée d to open a dis¬ 
count aceount with the saîd bank, on condition that it should withdmw 
"'to# iis issues, but thc joint-stock bank stopped payment before the arrange¬ 
ment could be completed. 9. The bank advanced 15,0007 on real pro¬ 
perty to a large establishment in London, 10. The bank assisted, and 
prevented from fai lin g, a large establishment in Liverpool, by forbearîng 
to enforce payment of upwards of 100,0007 of their acceptances, and 
engaging to give further aid if rcquired. 11. The bank assisted a very 
large joint-stock bank in the country with advances on loans on bills of 
exchange to the extent of about 800,0007, over and above usual dis¬ 
counts. 12. The bank advanced 100,0007 to a country banker on real 
property. 13. The bank advanced a joint-stock bank in the country 
200,0007 on the security of local bills, besides discounting 60,0007 of 
London bills. 14. The bank assisted another joint-stock bank in the 
country with an advance of 100,0007 on local and London bills. 15, 
The bank advanced 100,0007 to a large mercantile house in London, on 
approved personal security. 10. The bank assisted a large house at 
Manchester to résumé payment by an advance of 40,0007 on approved 
personal security. 17. The bank advanced 30,0007 to a country bank 

on real property. 18. The bank assisted many other houses, bot h in 
town and country, by advances of sm aller sums on securities, nofc 
admitted by the bank imder ordinary circumstances ; nor dkl the bank, 
du ring the period in question, rejcct at their London establishment any 
o ne bill offer cd for discount, cxcept on the gronnd of insufïicient 
security.” # 

Sonie of the se advances were not marie till after the 
appearanee of tlie Government Le t ter on the 251 h of 
Octobcr. Up to that date the efforts of the bank were 
inadéquate to allay thc pressure, vvliile they largely 
reduce d the banVs reserve. On Saturday, the 23 cl of 
Octoher, a députation from the London bankers waited 
* Gommons, 2645, 
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on tlic Government, who then determined to suspend the 
Act of 18Al ; and on the sanie day gave intimation oi 
their intention to the Bank of England. On Monday 
morning, a letter appeared from Lord John Russell and 
the Chancellor of the Exchequer authorizing the dire et or s 
of tlic Bank of England to enlaxge their discounts and 
advances, and promising that if by so domg the existmg 
law should be infringed, the Government would apply to 
the Législature for a bill of indemnity. The letter sug- 
gested that these advances should not be made at a lower 
interest than S per cent. The effect of tins letter ni 
immédiate. Confidence was restored, the lioarded notes 
were brought into circulation, and discounts were every- 
wherc readily obtained. From these causes no infringe- 
nient of the Act took place* 

The state of the bank reserve at the date of the sus¬ 
pension of the Act occupied the attention of the Parlia- 
mentary Committees. On Saturday, the 28d of Octoher, 
the notes on hand amounted to 1,547,270/., and the coin 
to 447,246/. This, it should be remembered, was the 
amount at the London office and at the thirteen branches 
put together. At the same time the public deposits were 
4,766,000/., and the private deposits 8,581,000/., of which 
1,615,000/. belongcd to tlic London bankers. The ques¬ 
tions put to tlic governor on this subjcct seemed désigne d 
to show that the bank, so far from being ablc to assist 
others, was not in a condition to meet her own engage¬ 
ments. But the governor contendcd that the amount of 
the reserve should be taken on the Friday night, before 
tliev were acquainted witli the intention of the Government 
to issue their letter. The reserve then was 2,376,000/. 
The directors had from 2,000,000/. to 2,500,000/. of stock 
wliieh they could bave sold, and a large amount of the 
bills they held fell due in the following week. From these 
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sources they would easily hâve increased their réservé. 
On the other h and, sorne of the witnesses déclarer] that 
no large anxount of stock couhl hâve been sold, and that, 
had a mm taken place on the London bankers, such as 
that whïeh had taken place on the hauts at Newcastle, 
the bankers' deposits must bave been withdrawn, and 
the Bank of England itself might bave been placed in 
jeopardy. 

As wc hâve considered in a previous Section the opera¬ 
tion of the Àet of 1844, it is not necessary to pur sue tins 
snbject any further. Âftcr tlie Government lot ter wa s 
issued, the bank still eontinued to make advances witli 
caution, and, with the view of not infringing the Act, 
they borrowed money on the Stock Exchange at seven 
per cent, though they had the unlimitcd power of issuing 
notes. 

Soon afterwards the gold began to return, and money 
hecame abundant, From tlie high rate of interest, the 
amount imported was large ; and from trade having been 
paralyzed b,y the pressure, the demand for it was very 
small. As the gold increased, the bank rate of interest 
iras reduced. By Septeinber 2d, 1848, the circulation of 
the curreney department anxounted to 26,883,505/., and 
the bank reserve to 9,410,952/. 

The following is a copy of the Official Beturns for the 
four years that hâve passed under review* To show the 
farther progress of the bank since September, 1848, we 
hâve added the Beturns for the week ending the 2d of 
February, 1849 
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We bave thns taken a review of the first four y car s of 
the proceediugs of the Banking Department of the Bank 
of En gland* W hâte ver may be the future operations of 
tliat départ ment, this portion of its history will always be 
interesting, Tliis period is remarkable also as containing 
one of t b ose monetary cycles to which we must always be 
liable as long as our currency is rcgulated by the Âct of 
1844, Eut-li year lias a peculiar char ae ter. The first 
comnienced at a period of full currency—money was 
abundant and cheap, the minimum of the bank rate being 
2h per cent* In the second year the exchanges fluctuated, 
and the rate of in ter est fluctuated also. During tbe whole 
of the thirdj the ex cl lange s were unfavourablc—gold was 
export cd, and the rate of ii itérés t advancecL Àt the com¬ 
mencement of the fourth year came tbe pressure ; then a 
favourable course of exchange brought back tlie gold, the 
rate of inter est was reduced, and again money became 
abundant. 

Tl iis period is moreover important as an indication of 
tlic principlel on which the banking department will here- 
after be governed. The governor and deputy-governor 
were examined before tbe parliamehtary committees in 
Mardi, 1848, They stated that they approved of the 
réduction of interest in September, 1844; but they ex- 
pressed regret that the bank had not advance d tlie rate of 
interest in November, 1846, and that they suffered the 
réserve to fall so low in Qctober, 1847. Should tliese 
sentiments be acted npon in future, we may expeet that 
the u banking department >} will reduce its rate of interest 
as lieretofore ; but when money becomes scaree, it w ill 
advance its rate at an earlicr period, and be less liberal in 
making advance s* 

The following question was put to tbe governor by a 
member of the Committee of the House of Gommons ;— 
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" 1OU Iiave described as part of the operation of the Aet 
of 1844, that y ou were during tlie y car 18-17 obliged to 
lend eonsols instead of notes, on account of the limit 
prescribed b y tlie Aet,—that y ou borrowed on consols in 
April,—-that you were obliged to raisc the rate of interest 
to 9 per cent.—that you refused loans on exchequer bills, 
—that tliere was a pressure in April and a panie in Oc- 
tober,—and that Government were ohliged to interpose bv 
a letterj in order to protect tlie public from the restrictive 
efîeets of the Aet—Do you eall that a satisfactory history 
of any System ? >? * 

We must, however, distinguish between the System 
as established by the Aet of Par hument, and the admini¬ 
stration of the banking départ ment in conséquence of the 
establishment of that System, We bave given in the 
preceding section our opinion of the System. But the ad¬ 
ministration of the Banking Department of the Bank of 
En gland under the System lias, in our s oh or judgment, been 
distinguished by a higk degree of bothwisdom and liberality. 

The administration of the banking department since 
September, 1848, docs not eall for any particular remark. 
We hâve had the usnal indications of the first stage after a 
panie. The bullion in the issue department lias increased 
from 12,883,505/, to 14,330,845/. The notes in reserve 
from 8,784,795/. to 9,553,460/. Money lias been abon¬ 
dant, and the rate of interest low r . On the 2d November, 
1848, tlie bank reduced the minimum rate of discount to 
3 per cent. Tins mmld probably bave been doue at an 
earlier period but for the political aspect of the continent. 
The same rcason possibly bas rndueed the dircctors to 
maint ain the same inter est to the présent time (Pebruary, 
1849), althougli this appears to he an ah an damnent of the 
principle adoptée! in the year 1844. 

* Gommons, 3450. 
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SECTION X, 


THE ADMINISTRATION ÜE JOINT-STOCK BANKS, WITH AN 
INQVIRY INTO THE CAUSES OE THEIR FAILURES,* 


Tiie cbief points in which a joint-stock bank differs from 
a private bank are^—tlie immber of ifs partners—the 
permancncy of its capital—and tîie form of its govern- 
ment, A private bank lias not moro tban six partners : 
a joint-stock bank may bave a tliousand partners. If a 
partner in a private bank die, or become insolvent, bis 
capital is withdrawn from tbe bank : in tbe case of a 
partner in a joint-stock bank, bis sbares are transferred, 
and the capital of tbe bank remains tbe same. In a 
private bank ail tlie partners may attend to its admini¬ 
stration : a joint-stock bank is governed by a board of 
directors, The business principles on which tbese two 
kinds of bank s are administered are tbe same, and the 
observations of tbe preccding sections will equally apply 
to both. Tbe topics, tbereforc, to which we sball in tins 
section more particularly direct our attention will bc tbose 
that bave a spécial référencé to tbe constitution of joint- 
stock bank s, We sball de scribe tbese bank s as they now 

# la tliis section I liave copied largely from rny History of Banking 
m America ; but iu transcribing from such of my writings as I do not 
intend to reprint in their présent form, I liave not always thought it 
ncecssaiy to introduce the marks of quotation. 
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cxist, and then notice those modifications avIiîcIl are im¬ 
posée! on new banks by the “Àct to regulate Joint-stock 
Banks/'* passed in tlic year 1844, Àfter the fith May, 
1844, it was not lawful for any new company of more than 
six persons to carry on the trade or business of bankers in 
Engtand, unies s by virtue of letters patent to be granted 
by lier Majcsty according to the provisions of that Act. 

L Àll joint-stock banks bave a certain amount of paid- 
up capital. 

The payment of a certain portion of the capital before 
tke commencement of business* is a pledge ‘that the 
project is not a merc bubble, and tins is especially ncces- 
saiy wlien the proprietors hâve no farther ïiabilîty. But 
even with unlimited liability a certain amount appears to 
bc nccessary. The employmcnt of capital judieiously is 
sometim.es a means of acqtdring business ; and in case of 
loss there should always be a sufficient capital to Ml back 
upon without recurring to the sharchoklers. 

There is an evil in a bank liaving too smaU a capital. 
In this case, the bank will be but a small bank; tbe 
miniber of proprietors will bc fcw, and the number of 
persons eligible to be chosen directors will be few ; hence 
there will not be the same guarantec for good manage¬ 
ment, If a bank with a small capital bave also a very 
small business, it had much better cease as an independent 
establishment, and becorne the brandi of a larger bank,- 
If, on the other hand, it has a large business, with a largo 
circulation, large deposits, and large loans or discounts, 
its losses will sometimes be large, and hence the whole 
capital may be swept away, It is trac, that wliile it avoids 
losses the shareholders will receive large dividends, but 
these large profits had much better be left in tbe bank as 
an addition to its capital than shared among the pro- 
* 7 and 8 Viet. cap. 113. 
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prietors in the form of dividends, Tliere is danger too 
tliat tlie high premium on tliose sliares may in duce many 
shareholders to sell out and form other, and perhaps rival 
estabiislim ents. 

On the other hand tliere is an evil in a bank b a vin g 
too large a capital. In tins case, as the capital cannot be 
employed in the business, tlie directors arc under tlie 
temptation of investing it in dead or bazardons securitics 
for the sake of obtaining a higher rate of inter est; per- 
haps too theymay speculate in the fiouls, and sustain loss. 
H once it is muclr b et ter that a bank should commence 
business with a small capital, and increase the amount as 
tlie business may require. 

It is difficult to state in ail cases what proportion a 
capital ought to hear to the liahilities of a bank» Perhaps 
the h est critenon we can hâve, is the rate of diyidend, 
provided that dividend he paid out of tlie business profits, 
of the company. When we hear of a bank paying froni 
la to 20 per cent, dividende we may be assured that the 
capital is too small for tlie business, Tlie habilitiez of 
the bank, either in notes or deposits, must far exceed the 
amount of its capital As a general maxim, the grcater 
the capital the less tlie dividend, Lct tlie whole capital bc 
employed at any given rate of interest, say 3 per cent,, 
tlicn tlie capital raised by notes or deposit, produce, after 
paying ail expenses, a certain sum as profit. Now, it is 
évident that if tliis amount of profit be distributed over a 
large capital, it will yield a less rate per cent, than when 
distributed over a small capital. Sometimes liowever a 
large capital may hâve inercased the rate of dividend, in 
conséquence of having been tlie means of acquiring a large 
increase of business. It may hâve doue tliis in consé¬ 
quence of inspirmg the public with confidence in the bank, 
and tlms inducing them to makc lodgments or circulate 
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its notes ; or it may bave enabled the bank to make large 
advanees, and thns gained the support of weallhy and 
influential cusfcomers* 

Àlthough the proportion wliieli the capital of a bank 
sliould bear to its liabilitics may vary with different banks, 
perhaps ire sliould not go far astray in saying it sliould 
never be less than one-tbirVl of its liabilities, I would 
ex éludé, however, from this comparison ali liabilities ex- 
cept those arising from notes and deposits. If the notes 
and deposits togetber amount to more than three timcs 
tlie amount of tbe paid-up capital, tlie bank should call 
up more capital* It may be said, that tbe bank is liable 
also for its drafts upon its London agents, and for tbe 
payaient of tbose bills which it lias endorsed and re-issued : 
admitted ; but in both tbese cases, the public bave other 
secuiities besides that of the bank* 

Frcsuming that banks are to commence with a mode¬ 
rato amount of capital, and to increase that amount as 
tbe business increases, the question is suggested, wÈat is 
the b est way of increasmg tbe capital? Tbe English 
banks hâve followed two wàys of doing this ; one, by a 
further issue of shares j and the other, by furtlier calls 
upon the existing sbareholders. The capital of ail tbe 
joint-stock banks in En gland is divided into certain 
portions, called shares 3 each proprietor bolds a certain 
numfêr of tliese shares, and pays a certain sum upon 
tliem. If be wishes to transfer a portion of bis capital lie 
cannot transfer a haJf sbare or a quartcr sliare, but must 
transfer a wïiole sliare, or a certain number of shares* 
Tlius, if the capital of a bank be 500,000/* it may be 
divided into 5,000 shares of 100/* eacb, or 50,000 shares 
of 10/, each, and a certain proportion of the amount of 
each sliare wil] be paid up ; and this proportion is called 
the real or the paid-up capital, Tlius, if one tenth of tbe 
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abovc capital is paid up, then 50,000/. wxll bc the real or 
paid-up capital, and 500,000/, vvill be called tlie nominal 
capital. In tlie ehartered banks, on tlie otber h and, tbere 
is usually no nominal capital, and thc real capital is not 
divided into shares or portions, but any fractional sum 
may be transfer red* ïhe capital is then called stock. 
AV h en there is no nominal capital, nor any way of increasing 
tlie amuimt of thc real capital, tins is the best way. But, 
in the otber case, it is more convenicnt to bave the capital 
divided into shares* 

S orne persons bave objeeted altogether to a nominal 
capital ; but their objections bave been directed more to 
the xnisrepresentations tbat may attend it, tban to the 
tbing itself, They say, a bank announces tbat it lias a 
capital of 500,000/., whereas few shares arc issued, and but 
a small sum is paid ou each share; hence peuple are 
mi sied, and tbe bank ac quires a confidence which it do es 
not deserve ” Tbe objection here is against representing 
tbe nominal capital to be paid-up capital ; it does not bear 
upon thc principle of a nominal capital. In tact, we are 
misled by words. AVhat is called nominal capital is 
uothing more tban a farfcher sum, which the dire et ors hâve 
the power of calling up* If tbis sum had not been called 
capital, it would not be objeeted to, as it could lead to no 
misapprehension. But the inquîry simply is, ougbt tbe 
directors to hâve tbe power of calling upon tbe sbare- 
liolders for a farther amount of capital beyond tbat already 
paid up ? AVere tbey not to hâve the power, tlie bank 
would at its commencement probably bave too large a 
capital, and after its business had advanced would hâve 
too small a capital. And if tbe bank by any unforeseen 
occurrence became involved, and sbonld bave occasion for 
furtlier sums to extricate itself from its difficulties, it could 
not make any furtber call upon its sharehoiders, altbougb 
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a v er y simili advance might prevent its utter ruin. In 
case of a vcry large capital, such as two or three millions, 
a nominal capital may not be necessEiry, as so large a sum 
is likely to be in ail cases amply sufficient. Bat in banks 
of a second class, it will always be best to give tlie 
directors the power of malung further ceiIIs upon tbe 
shareholders. 

The second a? ay of increasing the capital of a bank, is, 
by the issue of new shares. The whole amount of shares 
to be issued is fixed in the first instance, and the bank 
commences as soon as a certain proportion has been issued. 
If tlie bank was not allowcd to commence business until 
tbe whole of the shares were taken, a small amount would 
be fixed upon, and tbe bank would be proportionably 
weaker. .But by begimiing with a small number of shares, 
you hâve capital enough for your business, and you ac- 
quire more as you procced. Many persans will join a 
bank after it is established wbo would not lake shares at 
the commencement. Some shares are therefore reserved 
for per sons of tins description ; and as the shares are 
more valuable when the succès s of the undertEiking is no 
longer doùbtful) they are often given ont at a premium, 
and always a greater degree of caution is exercised as to 
the persons to whorn they are distributed. 

Some members of the parliamentary committee of 1836, 
appear to hâve an objection to shares of a small amount ; 
they apprehend that thèse shares Eire taken b y an inferior 
class of persons ; and b once tlie body of proprietors are less 
respectable. But it would appear from tbe returns, that 
the general effect of small shares is, that eacli shareholdcr 
takes a greater number. Thus in the banks of 100/. 
shares each proprietor has taken upon an average twenty- 
eight shares, on which hc has paid tlie sum of 444 h 
In tlie banks of 20/. shares, cach proprietor has taken 
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forty-threc shares, and paid 359/, In tlie banks of 10/, 
sliares, cacli proprietor lias taken fifty-two shares and paid 
400/, Wliile in the only bank of 5/, shares, each pro- 
prietor lias taken 11 7 shares, and paid 585/. It appears 
to me tliat the eliief objection to whieh small shares are 
liable is, tliat they do not admit of a large amount of 
nominal capital. The banks of 57. and 10/, shares hâve 
n su ail y tlie whoîe capital paid up, and hence in case of 
neeessity the direct ors hâve no power to call for a further 
amount. Could the Northern and Central Bank hâve 
made a call upon tlieir shareholders of 5/. per share, tliis 
bank might hâve been saved from destruction, 

Àccording to the new À et abo ve referre d to, no bank 
can now be formed mth a less capital than 100,000/. ; and 
the shares niust not be less than 100/, * of wbich 10 per 
cent, must be paid up beforc the signing of the deed of 
settlement ; and ail the shares raust liave been subsciibed 
for, and lialf the amount paid up, before the bank com¬ 
mences business. 

IL Joint-stock bank s are governed by a board of 
direét or s. 

ff The directors are chosen from among the shareholders 
at a general meeting—tlie pecuniary qualification hein g 
tliat they hold a stipulated number of shares in the 
company. 

ff There are several points of view in ivliicli a inan 
bccomes eligible as a director of a bank, indépendant of 
his qualification as tlie holder of the required number of 
shares. In deed, his qualification as a sliareholder, merely, 
niust nof be taken into the account. 

u 1 ■ He oughtj in tlie first place, to be a man enjoving 
])nblic confidence. Unless lie is a man ‘wliorn the coin- 
munity contemplate as deserving of their confidence and 
esteern, it is not présumable he can be of mueh service to 
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the bank, either b y Lis influence or character. The public 
are not likely to deposit their money in an establishment 
wliere they c an not place the fui lest reliance upon tlie 
directe r s ; an cl* for tlie same reason, parties of respect- 
abilitv wiîl not readîly be indueed to open aceounts with 
the bank. 

f V2. Hc oughtto bc a man possesshig a knowledge of 
commercial business. It is a matter of great importance 
to the satis factor y and efficient management of a bank, 
that those to whom is entrusted the direction of its affaire, 
be in some measure conversant with the or dinar y aflairs 
of trade. Men wbo are retired from business are nuques» 
tionably the most eligible, not merely from their business 
knowledge, but because tbey are not apt to be contem¬ 
plât ed with that suspicion, jealousy, and distrust, whicli 
tradesmen wül sometimes exercise towarda such direct ors 
of a bank as are likewise engaged in trade. But rctired 
men of business arc not readily to be had as direetors of 
a bank, nor are tbey in most cases disposed to accept of 
such an office, Where such is the case, men of liigli 
standing and charactcr, engaged in trade, should be 
sought for, 

£r 3. À bank direct or should be a man of strict iutegrity 
and uprightness. This is a qualification perfectly indis¬ 
pensable to the welfare of the bank. He most be above 
ail trafficking in the stock of the company, or taking any 
uhdue âdvantage over the other shareholders throngh bis 
intimàte knowledge of the state of their àffairs as regards 
the bank. He must never for a moment forget, that 
while he is a partner in the concern, and as an honest 
man, is bound to eonduct it in as faithful and diligent a 
manner as he would his own private affairs, that he is at 
the same tirne appointed to a solemn trust, in having the 
interests of nu mérous others, eqaally interested with him- 
sclf, under 1ns management and control. In fa et, unless 
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the director of a bank is a man of strict intcgrity, lie is 
placed in a position calcul atcd to be productive of great 
mischief. He is in veste d witïi power to ruin thc fortunes 
of others, and to inflict much commercial evil upon tlic 
community. Wliere there is a want of intégrité there is 
a want of principle, and tlie bank must necessarily be 
mis man âge d, 

u 4. À bank director should be a man of influence and 
respectability, Ile ouglit to be a man wcll known and 
respected in tlie district. Such a man is désirable in a 
variety of ways* He adds his own personal respectability 
to the establishment, and lie influences tbe favour and 
support of bis friends and acquaintances. IIis standing 
in society gives the public confidence in the establishment 
witti which lie is conncctcd—and they bring their money 
and business to its support ; the paper of thc bank 
b ce ornes more readily current in the district, and the 
weight of his influence destroys any suspicion of its 
stability. 

u 5. À bank director should be in good pecuniary cir- 
euinstances. It would be a most wliolesome régulation, 
were it stipulated in ail deeds of settlement, tliat no bank 
director should be privileged to overdraw his aecount. 
The great facihties which directors enjoyed of raisin g 
money from overdrawing theii 1 bank aceounts, bave, in s orne 
instances, resultcd in extensive commercial disasters, and 
in the total wreek of large establishments. The tempta- 
tion to spéculations of ail descriptions winch snch facilities 
liold ont, neccssarily increases the risk of the bank, and 
induces a less rigid inspection of the accommodation 
afforded to other customers. Wliere those who are cn- 
trusted with thc management of thc bank for g et the 
extent and importance of the trust reposed in them, and 
begin to enter iuto un warrant ab le spéculations with the 
fonds committed to their care, it is not supposable that 
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they will be particularly scrupulous as to the general 
management of the affairs of others. 

“6, A bank direct or sliould bc onc who can besiow 
sorne attention upon thc affairs of tlie establishment, It 
lias appeared in evidence that gentlemen hâve been ap¬ 
pointe and hâve accepted tlxe office of directors of banks, 
who gave little or no attention to thc affairs j who, in fact, 
appear to hâve considéréd that the office of director was 
conferred on and accepted by tkeni, more for the purpose 
of complying with the letter of the deed of seulement, 
whieh enjoined the appoint ment of a certain nimiber of 
directors, than from any idea of their being expected, or of 
its being neeessary for thexn to know anytliing regarding the 
management. The conséquence of tins bas been, that thc 
duties whieh the shareholdcrs devolved upon, perliaps, six 
ïndividuals, were eonfined to two, or possibly only onc, 
and thé others approving, without suitable knowledge or 
proper inquiry, of ail their acts, tke mass of shareholders, 
as well as an extensive commercial cirele, hâve been in- 
volved in the disastrons rcsults of mismanagement. It is 
altogcther an anomaly that any man, or body of men ; 
should hâve the crédit, honour, and distinction of being 
managers and directors of a bank, and yet not exercise 
any of the active fhnetions and important duties that 
relate thereto. Upon what principle can they undertake, 
as by accepting tlie office they unquestionahly do, to dis- 
charge a solemn trust, in faithfitlly admimstering tlie 
affairs of a bank, into wliicli they make it no part of their 
business to look ? Were the fact not vciy well known, it 
would seem absurd ; yet it is not the less absurd that it is 
known/’ * 

* These observations are takerï from tlie Pbilosopby of Joint-Stock 
Banking/ 3 by G. M, Bell, (Longman.) I recommend the perusal of tliis 
little work to ail directors and managers of joint-stock bank s. 
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Mr. Taylor, in his Statesman,” makes the follow- 
ing observations upon the âge of mcmbers of public 
boards 

" boards, or othér cooperative bodies, skould bc so formed tbat youth- 
fuhiess and elderliaess may meet in due proportion in their eouusek If 
any such body be wkoüy composcd of eiderly mon, it will commonly be 
fourni to be ineffective, so far as invention of new courses, and intre- 
pidity of pirposé ia required ; and perbaps, aise, imequal to any unnsual 
amount of spontaneous activity. If, on the other la M, it be composcd 
wbolly of young mon, its opérations will probably be wanting in circuin¬ 
spection ■ and the foresighfc by which it will be guided will bc too keenly 
directed to tbe objecta of a sanguine expectation—too dully to prospects 
of evil and counteraction. Tbe respective positions in life of tbe yoxmg 
and tbe old operate to thèse results not less than tbeir tempéraments j 
for tbe youug bave tbeir way to make—tlicir réputation to eam—and it 
is for tbeir interest to bc enterprising, as well as in. tbeir nature j the 
old bave ascertamed tbeir place in life, and tîicy bave, perhaps, a répu¬ 
tation to losed" 

The iictv Àct requîtes that provision shall bc macle in thc 
deecl of partnership ff for the retirement of at least one- 
fourth of thc dire et ors yearly, and for preventing the 
re-élection of the retiring directors for at least twelve 
months/ J 

IIT, J oint-stock banks bave a principal officer, callcd a 
manager, 

The prudent and satisfactory management of a Joint- 
stock bank very materially dépends upon the upright and 
consistent dis charge of tliose social du tic s and reciprocal 
interchanges of confidence which ought to chajaeterise 
the directors and manager, 

Cf The manager, from his expérience, and the importance 
of thc office he fills, is entitled to the kind considération 
and entire confidence of the direct or s. Ile is sclccted by 
them to occupy an ardnous and highly responisble situa¬ 
tion, and ought to bc rewarded not merely with . an 
adéquate pecuniary rémunération, but with the respect 
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and fricndship of the dircctors, by wliom he should be 
considcred in every respect, so far as regards tire bank, at 
least iipon an equally elevated footing. Witliout tlie con¬ 
fidence and friendship of tbc directors, be can neitber 
takc bis place at tbeir meetings free from restraint, discuss 
Avitb the ru matters rclating to tbe welfare of tbe establish¬ 
ment Tvîtlx composure, nor appcar before the customers 
with that satisfaction and independencc wbich is required 
to tbe proper dis charge of bis duties. Having placed bim 
in the position of manager of the bank, it is tlieir duty 
always to contemplate hîm in that light, to respect and 
confi.de in bis opinions and conduct, wbich in many cases 
hâve been formed by long years of active and arduous 
employaient in the profession ; and to speak well of him 
among their friends and acquaintances* In the degrce in 
whieh tlic manager is respccted, and well spoken of by 
tbe directors, will respect and confidence be extended to 
him, and consequently to tbe establishment, by tbe public, 
and a good opinion entertained of tbeir judgment and dis- 
cernment in liis sélection* 

“ The conduct of tbe manager ought to be characterised 
by great circumspection and uprightncss* He onght, nn- 
questionably, in every instance, to be ebosen for bis busi¬ 
ness qualifications, and not because be is a rieb man, a 
gentleman, a man of fasliion, or a man with an extensive 
circle of friends* To choose bim on account of any one 
of tbe se qualifications, and not principally from bis prac- 
tical expérience of banking, would be similar to appoint- 
ing a man to tbe carc and management of a steam-engine, 
wbo knew notbing of its mecbanism, nor the nature of 
its operation, but was recommended soleiy because be had 
a tastc for travelling ; or it would be hkë placing a man 
at tbe hclm to pilot a vessel over quicksands, and through 
a reef of rocks, wbo knew nothing of a seafaring life, but 

o 
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was fond of contemplating the grandeur of the éléments. 
Tlie manager of a joint-stock bank ought to be çhosen 
exelusively for his expérience in bankiiig ; other qualifica¬ 
tions are well enongh in their own pl ace, but ought ne ver 
to be taken into considération in ckoosing a person to act 
as manager of a bank. In this way a stimulus is given to 
persons of talent., who may be looking forward to tlie 
reward of a life of toil and drudgery; and thus merit is 
patroniscd and protected. In a well-regulated office no 
one wUl be promoted over the head of anotlier, but a 
prudent sélection being made at the outset, a System of 
regular promotion should he uniformly practised. 

The manager of a bank may be contemplâted in three 
important points—in his in ter cour se with the eus t orner s 
and the publie; with tlie directors; and with the sub¬ 
or din aie officers of a bank. In each of thèse départ ment s 
he lias important duties to perforai. He must be scru- 
pulously diligent in his attention to the affaira of tlie 
bank j court cous in his interviews with the public, affable 
and unreserved in his communications with the dircctors, 
and kind and conciliating towards the subordinates of the 
bankj treating them as those who may be one day placed in 
a similar situation with himself. The day s are now gonc 
past when a man of business was considered in the liglit 
of a machine—a mere automaton for the purpose of forni- 
ing figures and casting up accounts ; but it is stiM neces- 
s ary , enlarged as our view s of the powers and capabilities 
of the human mind are, in order to the proper manage¬ 
ment of any business, fchat it be carefully attended to. 
The manager of a joint-stock bank, being allowed a com¬ 
petent salary, cannot be justified in occupying his time 
with any other employaient which may occasion his 
absence from the duties of the bank. But it is not in- 
tended to insinuate that he must be a man of one îdea. 
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and rcstrained from turning liis mental acqnirements to 
his own amusement or profit. This would be as absurd as 
it would be imreasonable. Nor is it meant that a raan of 
business may not be also a man of great érudition, and it 
may happen, of literary and scientific eminence. On the 
contrary, it eannot be denied that, in tlie présent day, tliis 
is often the case. What is contended for is, that the bank 
is entitled to, and ought to baye, his close and chief 
attention, 

<f Às it is obvions that he eannot manage any other 
trade or profession, without sacrificing or delegating more 
or less the duties he owes to the bank ; it seems also very 
doubtful whether he can be justified in taking a prominent 
part in public or political affairs, Tliere are two argu¬ 
ments against his being a public character : the first is, 
tliat lie may be drawn away during the hours of business ; 
the second, that, by becoming a partisan, he is certain of 
being more or less obnoxious to a portion of the inha- 
bitantSj and, it may he, of tlie bank* s customers. À man 
whose mind is occupied in framing pohtical speeclies, in 
promoting political schemes, and whose time is partially 
given to political, magisterial, or other meetings, eannot 
possibly, froin the exciting nature of such subjects, give 
that cool, dehberate, and uniform attention to the duties 
of the bank which they neeessarily reqnire. 

tf The customers onglit always to he treated with eivility 
and kindness, tlieir business transacted promptly and 
cheerfully, and every inLpliry regarding their accounts, or 
any matter of business, readily and satisfactorily explaine d. 
When an accommodation is to be declined, it ought to be 
donc in as polite and inoffensive a manner as possible— 
tlie manner of a refusai being of paramoimt moment to 
the character of a manager, 

‘"The shareholders, being, in other words, tlie pro- 
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prietors of the bank, arc to be rcceived with that freedom 
and confidence which is duc to tbeir character as sueh, but 
without compromising or revealing to them either thc 
business and accounts of eacb other, or of tbc customers 
of the bank* 

“Next to being secret and cautions, a manager ougbt 
to be prompt and décidé d in ail his me asur es, frcc from 
partj influence, and firm in his purpose. À habit of 
promptitude and decision is very essentiel to tbc proper 
régulation of tbe business of a bank, and acquired by 
forcthougbt and circumspection* It is, perbaps, a con¬ 
stitution al virtue which cannot be enjoyed by every one 
in the samc degree, but it is nevertheless a virtue which 
every one may acquire by proper attention, Nothing makes 
a manager look more silly and contemptible than a hesi- 
tating, dubious, and capricious manner. His answer ought 
to be prompt and satisfaetory ; lie should be suffieiently ac- 
quainted with business to say, at once, whether an act can 
be donc or not, and slioidd appear free from restreint* and 
uot disposed to nlter an opinion when once formed,”* 

IV, In joint-stock banks the administrative fonctions are 
usually distributed between the directors and the manager, 

With reference to botb privâte and joint-stock banks, 
the distribution of tbc administrative fonctions is a most 
important topie of inquiry. By what parties ought these 
fonctions to be exercised ?—We bave spoken of ff tbe 
banker,” as thougb a bank consiste d of only one person, 
and this one person admiîiistered aU the powers and func- 
tions of tlie bank. But fcw banks consist of only one 
person* One class of banks consista of two, tbree, four, 
five, or six persons, somc or ail of whom attend to the 
practical administration of the bank* Ànother class of 
banks consists of a great many, it may be of several 
* BdPs Pliilosopliy of Joint stock Banking. 
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hundred persons, who appoint some do z en or score of 
their own number to administer the bank on their behalf. 

But liow many soever tlie number of partners may be 
in a bank, the administrative functions are in fact prac- 
tically exercised by a small number of persons, A privât e 
bank may consist of as many as six partners, but it is 
rarely, we believe, tbat so many as six are actually en¬ 
gage d in tlic business, Wlien more tlian one are thus 
employed their duties may be distributed according to 
their senioiity or other eircumstances. In ordinary matters 
tliere may be a division of labour, and each partner may 
présidé over a distinct department of tlic business. But 
in ail important cases tliere is usually one leading partner 
who practically guides the others, When a bank has risen 
speedily to eminence, it has generally been througli the 
talents of some one man. It does not follow that this one 
man did not receive great assistance from the advice or 
suggestions of bis partners* It is the part of a wise man 
to avail himself of the knowledge and wisdom of others ; 
and he will often gather much useful information from 
men far below himself in general talents, There is/ 
perhaps, more uniformity, consistency, and energy in the 
proceedings of a bank man âge d by a few partners than b y 
many. On the other hand, banks hâve sometimes bcen 
ruined by placîng too much power in the hands of onc or 
two of the partners. 

In a joint-stock bank, though the number of directors 
may he large, the daily exercise of the administrative 
power is practically in the hands of a few persons, In 
some banks this power is vested. solely in the manager ; 
sometimes in one or two managing directors ; sometimes 
in a permanent committee of two directors and the 
manager ; and in other cases, in a cliangeable committee, 
on which cacli member of the board takes bis rota of 
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service for two or three weeks in succession. In ali cascsj 
however, the board of directors lay down the general 
principles on whieh the bank is to be administered ; 
reports are made to them at tlieir weekly meeting of the 
actual condition of the hank in ail its departments* and 
ail very important matters are reserved for their spécial 
considération. 

V. Some joint-stock hank s have many branches. 

When the law existed in Engl and that no hank should 
have more than six partners^ the b ranch System scarcely 
existed. In some cases^ a bank had a h ranch or two a 
few miles distant 3 but no instance oecurred of a bank 
extending itself throughout a county or a district. But 
witîi joint-stock banking arose the bran ch System—the 
head office was placed in the county town^ and branches 
were opened in the principal towns and villages around. 
The crédit of the bank being firmly established, xts notes 
circulated freelv throughout the whole district. The cliicf 
advantages of this System are the following;— 

There is greater security to the public. The security 
'of the whole bank is attached to the transactions of every 
branch ; hence there is greater safety to tlic public than 
could be afforded by a number of separate private banlts^ 
or even so many independent joint-stock banks. The se 
bank s conkl have but a small number of partners—the 
paid-up capital and the private property of the partners 
mnst be comparât!vely small; hence the holder of a note 
issued by one of the independent joint-stock banks could 
have a elaim only on that bank : but if that bankj instead 
of being independentj were a braneli of a large establish- 
mentj the holder of a note would have the security of that 
large establishment ; hence the braneli System imites toge- 
tîier a greater number of personSj and affords a more 
ample guarantee. 
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The branch svstem provides greater facilities for the 
transmission of money, The sending of money from one 
town to another is greatly facilitâted, if a branch of the 
s âme hank be established in each of those towns, for ail 
the branches grant lcttcrs of crédit upon each other. 
Otherwise y ou hâve to ask the banker in the town from 
which the money is sent, to give you a bill upon London, 
which is transmitted by post ; or you request him to 
advise his London agent to pay the money to the London 
agent of the banker who résides in the town to which the 
money is remitted. Tins takes np more tirne, and is 
attended with more expense, À facility of transmitting 
money between two places usually facilitâtes the trade 
between those places, 

The branch System extends the benehts of banking to 
small places where independent banks conld not be sup- 
ported. An independent hank must bave an independent 
hoard of directors who in most cases will be better paid— 
the manager must hâve a higher salary, beeause he lias a 
heavier responsibility, and a large amonnt of cash must be 
kept imemployed in the tiH, beeause there is no neigli- 
bouring resource in case of a ram There must be a 
paid-up capital, upon which good dividends are expected; 
a large proportion of tlie funds must be invested in ex- 
chequer bills, or othcr Government securities, at a low 
interest, in order tliat the hank may be prepared to meet 
sudden calls; and the charge for agencies will also be 
more. On the other hand, a branch bas seldom need of 
a hoard of dire et ors, one or two being quite sufficient— 
the manager is not so well paid : there is no necessity for 
a large sam in the till, beeause in case of necessity the 
branch h as reeourse to the head office, or to the neîgh- 
bonring branches; nor is a large portion of its fund 
invested in Government securities that yield but littîe 
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interest, a s the head office takes charge of this, and can 
mariage it at a less proportional expense* Besides, at 
somc branches the manager attends only on market days, 
or once or twice a week* The business donc on thosc 
days would not bcar tlie expense of an in dépendent 
establishment* 

The branch System provides the means of a due distri¬ 
bution of capital* S orne banks mise more capital than 
they can employ, that is, their notes and deposits amount 
to more than their loans and discounts* Others employ 
more capital than they raise, that is, their loans and 
discounts amount to more than their notes and deposits* 
Banks that hâve a surplus capital usually s end it to 
London to be employéd by the bill-brokers. The banks 
that want capital must either restrict their business, or 
send their bills to London to be re-discounted. Now, if 
two banks, one having too mucb, and the otlier too little 
capital, be situated in the same county, they will hâve no 
direct intercourse, and will consequently be of no assist¬ 
ance to eaeh otlier : but if a district bank be esfablisbed, 
and these two banks hecome branches, then the surplus 
capital of one baneh will be sent to be employed at the 
other—thus the whole wealth of the district is employed 
within the district, and the practice of re-disoounting bills 
in London wiE be proportionably diminished* 

The branch System secures a better system of manage¬ 
ment* The only way to secure good management is to 
prevent the formation of smalî banks. When banks inc 
large, the directors are men of more wealtli and rcspect- 
abEity—they can give large salaries to their officers, and 
lience can command first-rate talent—there will be a 
more numerous proprietary ; and in a large number there 
w ill be always somc active spirits who will be watchful of 
the conduct of the directors and the manager ; besides, in a 
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mimerons proprîetary there is a grcater number of per sous 
eligible to be direetors* and consequently tlicre is a wider 
choiec. In populous ci tics* such as London or Man¬ 
chester* a large bank inay be formed without branches- 
but in smaJIer places there is no way of forming a large 
bank but by giving it branches throughout the district. 
À branch bank in a small town will probably be better 
managcd than an independent bank in the same place. 
The direetors and manager of the branch will he appointée! 
by the direetors at the head office* assistée! by the general 
manager* who are very competent to judge what qualifi¬ 
cations are nccessary for thèse offices* and who would not 
be faiassed by local partialities. But the direetors of the 
independent bank would most likely he self-appointed* or 
clioscn hy the proprietors* becanse no others could be 
obtained* and tbese direetors w f ould appoint somc friend 
of their own to be manager. The manager of the branch* 
besides the superintendenee of the direetors* whicli he bas 
in common with the manager of the independent bank* 
will be subject to visits from the general manager or the 
inspector ; and he must send weekly statements of bis 
accounts to the head office. The consciousness of respon- 
sibilify will thus secure a more anxious attention to bis 
duties ; and besides* he will probably he looking forward 
for promotion to a higher branch as a reward for bis 
succcssful management. Tbese circum stance s seem to 
ensure a higher degree of good management to the 
branch, 

At the same time* it must he admitted that banks 
with numerous branches require a proportionate paid-np 
capital* and that the capital be kepl in a disposable forai * 
it also requîtes vigilant and constant inspection* and a 
rigid System of discipline. 

A proportionate paid-up capital is neeessary* bccause* 
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in case of a run, there are a greater number of points 
of attack ; hence the funds must bc divided to meet 
ail thèse possible attacks, for if one brancb be over- 
poweredj thc whole bank is immediately expo se d to 
suspicion. 

Ànotber danger anses from the ineompetency or négli¬ 
gence of the managers of branches. Àmong a number of 
raeîij it is not likely fbat ail arc clever, and ail prudent ; 
and one case of neglect on the part of one manager may, 
in times of alarm, throw discrédit on the whole establish¬ 
ment, JlesideSj there is sometimes danger even from the 
laeal of thc b ranch managers. Each manager is naturally 
anxious to increase the business of liis own braneh ; and 
he will perhaps hnd that the most easy way of doing this 
is to extend his loans and discounts, Hence cach manager 
tries to employ as mucli capital as he can ; and the urgent 
remonstrances he reçoives from lie ad quarters, requiring 
him to restrict liis discounts, are either evaded or delayed. 
Thus thc bank proceeds until some heavy demand for 
money arises at head quart ers, and it is then found that 
ail the capital of the bank has been absorbe d by the 
branches. Tliese ad van ces eaiinot be suddcnly recalled, 
and thus the bank is ruined, 

What number of branches a bank ought to hâve, and 
wkat distance tliey ought to be from the head office, hâve 
been the subject of much discussion. No general rnles 
can be givem The subject may very safely be left to thc 
discrétion of the banks themselves. Several of the banks 
in Scotland hâve from thirty to forty branches, The Pro¬ 
vincial Bank of Ireland, ivhosc head office is in London, 
bave branches spread ail over Ireland, I am not aware 
that in these cases any danger or inconvenlence has been 
experienced. When branches are found trouble some or 
UBprofîtable, they will very soon be discontinued. In 
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some instances, even in Seotland, the branches of the 
larger banks hâve been withdrawn in conséquence of 
being unabîc to sustain a compétition with the local 
banks of the district, 

Had the Act of 1826 permitted joint-stock banks of issue 
to be established in London, we shonld probably by tins time 
hâve had ten or a dozen banks having their head quarters 
in London, and extending their branches throughout the 
country. But as the law prohibited joint-stock banks being 
established within sixty-five miles of London, it neces- 
saiily gave rise to banks occupying particular districts in 
the country. The advantages winch, are alleged to belong 
to the district System are the followmg That the bank 
will be better adapted to the wants and habits of the 
people—that a local feeling will be excitcd in its faveur, 
hence the inhabitants of the district will take shares, and 
the occurrence of runs upon the bank will be less pro¬ 
bable—that a better System of management may be 
expected, as it can more easily be governed, and will be 
more under control—that a panic in the district will not 
affect the other parts of the country, and hence supplies 
may be more easily ohtained—that banks will be of a 
moderate size, and hence will be attended with the advan¬ 
tages arising from numerous banks acting as checks upon 
cach other, instead of a few large banks who may combine 
for objects injurions to the nation ; and that as eaek bank 
will bave an agent in London, the bills they draw will 
tlms hâve two parties as securities, and the pnbhc will 
hâve a pledge that there is no excessive issue in the form 
of kites or accommodation bills. On the other hand, it 
may he contended, that in Seotland the large métro- 
polit an banks wliich hâve branches extended throughout 
the country, hâve generally been more successful than 
the provincial or district banks—that there is a greater 
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security to the public for the notes or deposits-—that 
advances are nof so likely to be made to spéculative 
parties merely on account of their local influence—that 
the capital raised in one part of the country can be 
employcd in another—that the transmission of moncy 
from one part of the country to anotlier is more rapid and 
direct—that the establishment of the bank, being on a 
larger scale, y ou bave a super ior class of dire et or s, and 
can dernand the services of higher talents in those who 
are employed as ofhcers, 

It does not appcar that these two Systems are neees- 
sarily at variance with each other. County or district 
banks hâve no doubt many ad vaut âges* but they do not 
seem to supersede banks on a larger scale. 

VI, Joint-stock banks bave an annual meeting of share- 
holderSj to whom is usually exliibited a b alan ce-she et 
showing the assets and liabilities of the bank* 

Àll banks do not exhibit a balance-she et, The practice 
is said to be open to the folio wing objections 

1, That it is not a fair criterion by which y on can form 
any judgment of the real condition of the bank* You 
might see that the bank h ad a certain amount of securi- 
ticSj or h ad advanced a certain sum upon loans ; but 
whether those securitics were avaüable* or wheiher thèse 
loans could suddenly be called up* are points upon which 
the balance-sheet could give no information, The Agri- 
cultural and Commercial Bank of Ireland pnblishcd a very 
satisfactory balance-sheet a few weeks only before they 
stopped payment* 

2, It lays the bank open to attacks from its rivais 
or opponents, The balance-sheet will show in what way 
the funds of the bank are employed* but it will not state 
the reas ans why they are so employcd* The opponents of 
the bank may attack every item of the balance-sheet* and 
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thc directors may not bc ablc to repel those attacks 
without a brcacli of confidence that would be in jurions to 
tlic establishment. Suppose, for instance, tlie balance- 
sheet sliould show that thc bank had advanced a few 
thousand pounds upon mortgage, This migkt bc jnstly 
eonsidcred as a departure from the sound principles of 
banking ; yet it migkt in this case be justified by somc 
peeuliar circumstances, which, nevertkeless, thc directors 
could not pnblish without serions injnry to the parties 
concerned. The production of a balance-sheet is advo- 
cated upon the ground that it would enable thc share- 
holders to judge of the ability and prudence of the 
directors* But how can tkey do this without knowing 
the reasons hy winch the directors are infiucnced in their 
decisions ? 

3. It causes a great deal of spéculation in the shares. 
The shareholders and the public would fonn their opin¬ 
ions of the bank from tlie statements in the balance- 
shect j and according to these opinions the prîce of the 
shares would fluctuate in the market. Suppose it were 
seen that the bank had invested a large portion of its 
funds in Government securities, and it was known that 
during the year the priee of those securities had expe- 
rienced a considérable fall, would not thc bank shares 
immcdiately fall too ? À gain, suppose at the end of a 
year like 1836, it should appear that the bank held a con¬ 
si dcrable amount of o ver duc bills, tlie appréhension of 
loss would cause the bank shares to fall; soon afterwards 
these bills might be paid, and then the shares would ri se 
again.-—Thus, the publication of balance-skeets would keep 
the priées of shares in perpétuai fluctuation, and furnish a 
most frnitful source of spéculation and gambling. 

4. It is perfectly inefficient as a protection against 
fraud. Tlie balance-s lie et, it seems, is to be a cheek 
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upon the dircctors, and yet tlie directora themselves 
are to préparé the b alan ce-she et. Tfioy must be stupid 
knaves indeed, if they producc snch a balancc-sheet as 
shall expose tlieir own knavery. Besides, the balance- 
sheet merely shows the State of the bank on one day in 
the year. Would it not be easy to put the bank on that 
day in such a condition as would give satisfaction to the 
shareholders ? 

\ II. At the annual meeting, the directors announce 
the amount of the prohts and the mode of their distri¬ 
bution. 

The first appropriation of the profits is, to pay to the 
shareholders a dividend on the capital. But ail the profits 
are not usually thus appropriated j a certain portion is 
generally retained as a rest, or surplus fund, or, as it is 
sometimcs ealled, a guarantec fund. This last title lias 
led to an erroneous impression with regard to the nature 
and purposes of this fund. It is not designed as a 
guarantee to the depositors for the amount of their de- 
posits—these arc guaranteed hy the paid-up capital and 
the liability of the shareholders—but as a guarautee to 
the shareholders for the uniformity of their dividends. 
Should tlie profits in any one year fall below the sum ne- 
cessary to pay the usual dividend, tlie deficiency may thon 
be taken from the sui’plus or guarantee fund. The amount 
of this fund, therefore, will be reguîatcd by the amount of 
the transactions, and the conséquent danger of loss. But 
it sometimes happens that after paying a liberal dividend 
the surplus fund accumulâtes far beyond the sum neces- 
sary for the above purpose. In this case a portion of the 
fund may be employer! either in still further increasing 
the dividend, or it may be distributed to the shareholders 
in the form of bonuses, or it may be added to the capital. 
Ihe coui se to be adopted must dépend upon circum- 
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stances. When the capital is small, it mil probably be 
best to make an addition from the surplus fond ; but 
when the capital is sufhciently large, the best way will be 
to give an oecasional bonus to the proprietors. This is 
usually better than increasing the dividend, For if the 
dividend be once increascd the same rate of dividend will 
al way s be expected. And it is better not to make any 
ad van ce, unless tbere is good reason to believe that the 
saine rate will a) way s be maintained. 

When urging the establishment of a surplus fund, we 
are met with the remark that we are not bound to do 
anything for postent y, inasmuch as posterity hâve done 
nothing for ns. We recolkct meeting with tins joke 
many ye&rs ago, we think in u Joe Miller. 5 ' À s it is so 
frequently repeated, we présumé it is thonght to be witty. 
We profess not to be a judge of witticisms. As a place of 
reasoning it seems very unsoimd* To deny ourse! ves présent 
gratifications in order to make provision for the future, is 
one of the most important les sons that reason tcaches to 
man, Nor is it for posterity, in the présent case, that 
the provision is made. Ail bank proprietors should wish 
that it may be so ; but it is very probable that within 
their own life-time sonie untoward events may occur that 
will reqnire a portion of the reserved fund to keep up the 
or dinar y dividend. 

Those persons are under a mistake who object to a 
reserved or surplus fund on the ground that it takes away 
the profita from the existing shareholders, and gives them 
to the future shareholders. This is not the fact. An 
existing shareholder who keeps his shares until the fund 
is in some way distrihuted, reeeives of course his portion 
of the fund. But an existing shareholder who s élis ont 
his shares before the fund is distrihuted, reeeives the value 
of liis portion of the fund in the priée of his shares. The 
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amount of the surplus fimd will influence the mark et-value 
of the shares. In proof of tins, we may observe that after 
a bank has declared a bonus the market-pricc of the shares 
usually falls, as in faet, cæteris paribus i it ought fo do. 

We consi der it of high importance that a bank shouhl 
maintain an ample surplus fund. Without such a fund, 
the dividends will fluetnate very widely, and sometimes 
there may bc no dividend at ail, even tliongh upon a sériés 
of years the bank may hâve been very snecessfuk Eveil 
if it is known that a bank bas met with iosses, its crédit is 
not so much aftccted when it lias an ample reserved fond 
to fall back upon, And besides the ordinary 1 os s es in the 
way of business, a bank will sometimes, in a season of 
pressure, be called upon to sustain loss by the réalisation 
of securities, and it is very convenient to hâve a surplus 
fund sufliciently ample to bear ail these contmgencies. 
Such a fund too bas a moral effeei in strengthening the 
réputation of the bank in publie estimation. It is rc- 
garded as an indication that its affairs arc govemed by a 
wisc and prudent administration. 

It will assist us in forming a correct judgment as to the 
principles on which joint-stock banks ought to be ad- 
ministered, if we take a view of those banks that hâve 
fall en, and notice the causes to which their failurc may be 
assigned. In investigating these causes we shall fînd that 
the disasters which hâve befallen joint-stock banks hâve 
ans en not from any unsoundness in the principles of 
joint-stock banking, but purely from mal-administration. 
It was predicted by their opponents that they would bc 
ruined by the excessive issue of their notes : but the 
banks that have failed hâve been chiefly those that did 
not issue notes. It was stated they would be ruined by 
carrying on an extensive business with a small capital ; 
but among the banks that hâve stopped have been sonie 
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of the largest capital, It was supposed they wonld be 
rnined by miprincipled men getting to be directes, who 
îi a vin g ho property of their own, would carc litfclc about 
squandering the property of otliers, But thc fallen banks 
are chîefly tîiose which were governed by liououtable 
mon ; and the greatest sufferers bave been thc direct or s» 
N or can it be said that the joint-stock banks bave made 
their losses by engaging in spéculations unconnected with 
banking. Privâte tankers bave donc so, But joint-stock 
banks are confiÉed by their decds of settlement to the 
business of banking. Nor lias it appeared—excepta per- 
haps, in the Isle of Man Bank—that they bave violated 
their deeds in this respect, To wliat then must we 
ascribe thc failure of so many joint-stock banks ? We 
reply, To mal-administration ; or, in otber words, to bad 
management, Àncl tins leads us to inquîre, In what svay 
bas this mal-administration been exemplified ? What are 
those erroneous principles that hâve led to these fatal 
results ? Witliout attempting to enumerate tliem ail, we 
mil endeavour to specifv a few of the most prominent. 

I, Taking the nnsound business of other banks. 

One cause of thc rapid extension of joint-stock banks 
in 1836j was tlie f *merging JJ of numerons private banks. 
I übtained from thc managers the names of these private 
banks, which were printed as an appendix to the " History 
of Banking in America/^ published in 1837, This list 
was afterwards extended, and inserted in the Bankers* 
Magazine for 1844, Thus it appears that 138 private 
banking establishments hâve merged in joint-stock banks. 
Some of the private banks sold their business after the 
joint-stock banks liad corne into operation. Other s 
formed a joint-stock bank upon the private bank, the 
senior partner often becoming a director, and the junior 
partner the manager, of the new bank, 

p 
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In by far tkc majority of cases, these unions,, or 

merges/ 5 were advantageous to botli parties. Tlie pri- 
vatc bankers obtained the value of tlie business they had 
surrenderedj and an interest in the future prosperity of 
the bank they had joined. On the other hand, the new 
joint-stock bank acquired a business already formed, and 
al s o obtained the advantage of the practical knowledge 
and superintendence of experienced bankers* 

But in sonie instances the bar gain was a disastrous 
one for the joint-stock bank. The b ad and overdrawn 
aceounts were taken without due examination, and soon 
afterwards oecasioned considérable loss. The loss of the 
putrchase-moncy was generally b y far tlie sm aller loss of 
the two. À joint-stock bank in tlie wesfc of England 
purcliascd a private bank in a country town for a large 
smn, and took the overdrawn aceounts without a guarantec, 
Thcsc aceounts were considèred good at the time* but a 
few years afterwards tlie parties failed, and the joint-stock 
bank lost consi cl crably. À joint-stock bank gave to the 
Northern and Central Bank, the sum of 6^500/. for their 
business at Leeds^ after they bad stopped. The aceounts 
they took over were afterwards the occasion of grcat loss. 
The Islc of Wight Joint-stock Bank was forme d upon a 
privâte bank, but a few months only had elapsed when 
they found they were insolvent from the losses that wonld 
arise from the bad aceounts they had acecpted. They 
immediately determined to wind up ; and transfer their 
business to the National Provincial Bank of England. 
Other instances might be adduced of joint-stock banks 
haviag been founded on private banks which are now 
supposed to hâve been., at the time^ in a State of in- 
solvency. 

XI. Sonie banks bave sustained losses by making ad- 
vanccs on de ad securitv. 
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Instead of the word u sonie/ J we think we might use 
tbe word “ ail.” For among tlie banks that bave failed 
we doubt if we could fmd one tbat h ad not sinned in tins 
respect. But tlie greatest sinners were those banks that 
were established in places of tbe greatest trade, Ail tlie 
banks at Newcastle advanced money on collier le s, and 
also on other public works. Tlie banks of Manchester 
madc advances on m ilia and manufactories, as did also 
sonie of tbe banks at Leeds. Thèse advances were at- 
tended with severaL evd effeets. In tbe first place, tliere 
was a lock-up of capital, whicli restrained tlie operations 
of tbe bank. To relieve tliemselves from tbis restriction, 
tliey fook biüs for their loans, and rc-discounted tliem in 
tlie London money market, The facilitics thns obtained 
induced them to extend tbis System of advance. BiU$ 
were perpetnally renewed, and perpetually re-discounted, 
Àt last a pressure came, and tbe renewed biüs could not be 
re-discounted, The bank conld not take up tbe old biüs 
that were rcturned, and consequently stoppcd payment. 
Sometimcs too tbe bank tried to relieve itself from tins 
pressure by increasing its drafts on its London agent. 
It lias for a long time been tbe practice in Lancashire to 
pay for eotton with a tliree months 7 banker’s faill. Banks 
in difhculties avail tliemselves of tbis practice to make 
ail their advances by drafts on London, instead of cash. 
The Bank of Manchester bad at one time an enormous 
circulation of tbis kind. 

Ànother effect was that, however good tbe sccurity might 
be at tbe time tlie advance was ruade, wlien a change took 
place in tbe state of trade, its value fell mneb below tlie 
amomit of tbe advance ; and in sonie cases it could not be 
sold at any price. But the evil did not stop here. As tbe 
property giveu as security would bave been worth notbing 
if not worked, the bank was induced to make farther 
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advances, to carry on the works on tlieir own account. À 
colliery, if not kept in operation, soon gets ont of order ; 
and it will then recuire a considérable sum to set it at work 
again. H en ce some of the collier ies at Newcastle were 
workcd by the banks ; and mills in the ncighbourhood of 
Manchester were carricd on in the saine way. The plan, 
howevGr, does not often succeed. It is gcnerally throwing 
good money after bad. The ultimate loss is nsually in- 
creased* We may jnst observe in passing, that the banks 
in the East Indies get involved in the same way, througli 
making advances on indigo Works. These Works are of no 
value except kept in operation ; and hence it lias occurred 
that a bank which bas made an advanee, is compelled to 
carry on the works to keep np the vaine of its sccurity. 
To show that a bank governed by the strictest raies may 
sometimes be drawn into transactions of this lrind, it may be 
observed tliat at the présent time an iron concern in Wales 
is said to be carried on by the Bank of Engl and. It be- 
longed to the Governor and Company of the Mines Roy ah 
The bank made an advance on mortgage to this corporation 
dnring the pressure of 1847, and now takes the profits of 
the Works* Some joint-stock banks hâve made advances 
upon buildings, This lias occurred chiefly in places where 
there bas been an inereasing population. A few y cars ago 
a joint-stock bank in a town of fashionable resort, advanced 
large snms to builders upon the security of the houses they 
were erecting, The liouses did not let—they could not be 
sold for anytliing like tlie cost price—the builders were 
rnined—and the loss fell upon the bank* The bank had 
recourse to the expédient of re-discounfcmg the builders* 
bills ; but after a while it was compelled to stop payment. 
In agricultural districts, banks bave sometimes made con¬ 
sidérable advances to farmers and graziers. Indeed it is 
almost a universal practice to do so at some seasons of the 
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year. Thèse advances are not individually of large amount, 
and are not usually attended with much loss—not with 
anytliing like tlie losses incurred by advances on collieries, 
mills, and bouses. Eut it is a lock-up of capital until the 
year cornes round. And when the System bas been 
car ried to too great an extent, the bank h as b e corne em¬ 
barras se d through the want of fonds. 

III. Sonic banks liave lost large amounts, througli 
advances made by way of loan or discounts to men en- 
gaged in spéculative imdertakings. 

Two of the banks that stopped at Newcastlempon-Tyne 
sustained great losses through advances to com-mcrcliants. 
Spéculations in corn are usually carried on more by bills 
than by loan, À merchant buys a quantity of corn, and 
places it in the liauds of a factor, and draws bills for 
sometliing under the market value, leaving the factor a 
margin to gnard against loss, He gets these bills dis- 
countcd, buys more corn, which he also places in the 
hands of bis factor, and tlien draws fresh bills, This 
second batcli of bills he also gets discountcd, and buys 
more corn; and tlius he goes on in the same course. 
Now if lie thinks the market will lise (as ail speculators 
do), he will not allowhis factor to sell the corn; but when 
^ the first bills fall due he will renew them, and with the 

produce of the new bills, when discountcd, he will pay 
the old ones, It is thus that a large spéculation may be 
carried on with a small anioimt of capital (and that may be 
borrowed from the bank), and ail the spéculation is lcept 
afloat by bills, These bills are ai way s for large amounts, 
and when the parties fail the losses are usually heavy, The 
failures in the corn trade in 1847, fell heavily on the bank- 
ing and monied inter ests. Xt was the stoppage of Mcssrs, 
Lesley, Alexander & Co. the corn factors, that cause d the 
stoppage of Messrs, Sanderson & Co. the bill-brokers. 
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Wool is another et heavy article/ 5 as it is ealled : that 
is, it costs a great de al of money, and the bills arc usually 
for large amounts, Occasionally tlierc is mueli spécu¬ 
lation in this article* À joint-stock bank that failed in 
Yorkshire, is sait! to havc lost large sums by persons 
engaged in this trade. 

Euildcrs are generally a spéculative class* Banks that 
advance money to parties engaged in this trade liave 
usually to take possession of tlie buildings* We hâve 
already noticed an instance of this in the conduct of a 
joint-stock bank* 

People wbo spéculât e in railway and other companies 
are dan gérons eu st orner s to a bank, À joint-stock bank 
that failed at Leeds is said to hâve lost considcrably by 
advances to siîare-brokers and otliers, upon the security 
of their shares, 

It may be remarked, that it is generally b ad policy in 
a bank to make a very large permanent advance to any 
one customer. The word <f large” is a relative terni, and 
mnst bc understood with reference to the extent of busi¬ 
ness that the customer is carrying on, and to the means 
of the batik* It is not the business of bankers to supply 
their customers with capital to carry on their trade. 
But it is their business to make temporary advances, and 
these advances may sometimes be large. In such cases, 
the bank or should bave a kind of security, that shall not 
only secure the debt, but shall prevent its becoming per¬ 
manent* Àlmost every bank that ha s failed can point to 
some one, two, or three large accounts to which it mainly 
ascribes its failure, The temporary stoppage of the 
Royal Bank of Liverpool is attributed to an advance of 
this sort. 

But the worst form of illegitimate advance is that 
wliich is made by a bank to one of its.own directors. 
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Sonic of the hauts at Manchester sinncd grievously in 
this rçspect, 

À barde that is known to act impmdently in making 
large advances will occasion a suspicion that its smaller 
advances are rnade with, at leastj equal imprudence. A 
large nuinher of imprudent small transactions may he as 
fatal to a bank as a smaller number of a larger amount. 
À sum wilicli appears small as a loan, will appear large as 
a loss* À manager who accustoms himself to examine ail 
the circnmstances comiected with the small hills he dis¬ 
counts, will acquire a habit of investigation that will guide 
him with safety in dcaling with large transactions. But 
if hc get into a laxitv of manner in regard to small 
amounts, he will ultimately deal less carefully with large 
suraSj and be in danger of making great losses. In 
every case the rules of sound banking slionld be strietly 
applied. 

IV. Sonie banks liave beeome involved in difficulties 
through a general want of System and discipline in con- 
ducting its affairs. This laxity iisuaîly shoivs itself in 
two ways—the absence of a good System of book-keeping, 
and the want of a proper eontrol over its branches. 

We could not adduce a more striking illustration of 
this observation tlian lias been fumisbed in the hiatory 
of the Agricultural and Commercial Bank of Ireland, as 
related heforc a Gommittec of the House of Gommons 
in tlie ycar 1837. The following are extracts from this 
evidence. The books at the lie ad office h ad not heen 
posted for four months. There w r ere no stock hooks^ 
sliowing the amount each shareliolder had paid on lus 
share. There were no books sliow ing the amount of the 
circulation. An audit or states : ff They show r ed us no 
general accoimt—their books were in a perfect chaos/’ 
They had no accoimt at the lie ad office h y whicli they 






A PRACT1CAL TREÀTISE 


216 

could check any transaction at the branches. Bills were 
sent away to be rc-cliscounted withont any entry of them 
hein g made in the bank books. At the branches there 
was no regular System of accounts. At no one brandi was 
tliere a System of accounts that former! an adéquate check 
upon the amoimt of notes in circulation ; and from one 
braneh wc were told that retnrns had not been made to 
the lie ad office for four te en months, and from another for 
six weeksj and there was no question about it from the 
head office/ 5# 

We will not intimate that anything like ibis bas ever 
existed in a joint-stock bank in Engiand. We never 
lieard that any one has had any difficulty in maki ng ont 
a statement of its affairs. With some banks, however, 
there has beën a laxity in regard to the govermnent of * 
their branches. The System of inspection was not well 
understood—the retnrns from the brandi were not so 
ample as they slionld hâve been—and tlie orders of the 
head office were not rigorously enforced. We could men¬ 
tion the names of several fallcn banks that lost very con- 
dderably by their branches. In some cases the banks 
had opened branches in towns that rcquired an amount of 
capital disproportionate to the means of the bank, and 
their administration had been entrusted to parties wbo 
had ncither banlring nor local knowledge. 

A good System of book-keepmg cannot be too highly 
valned. Its object is not merely to secure accuracy of 
accounts between tlie bank and its customers. A further 
object is to classify and arrange ail the transactions in such 
a way as easily to produce a weekly balance-sheet, showing 
the actual condition of the bank. Nor must it be supposed 

* It is to be feared that some of the English eountry banks are too 
neglectful in regard to book-keepmg. See the case of the Honiton Bank, 
in Bnrgess’s Circulai to Bankers, Bobruary 1840, 
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that su cli abstracts or balance-sheet s arc intended merely 
for the use of tire direct or s, They are of tiie utmost use 
to tlie manager^ and should be the subject of his constant 
study. À manager wlio, day after day, attends only to 
individuel transactions; and tliat, too, possibly in a State of 
mental exciiemcnt, may involve liis bank in difficulty, even 
tliongli each transaction may, upon its owm ground, be 
perfectly justifiable, unless be attends to those summaries 
and classifications of bis transactions which are présented 
in tlie weekly balance-sheet, He will there sec on one 
side the means of tlie bank, and on the otlier the way 
in winch 1ns funds are cmployed. He will notice if his 
la ans, or overdrawn aceoimts, or past-due bills, are undnly 
increased. If a good System of book-keeping does not 
* prevent a manager from going wrong, it will prevent liis 
going wrong witliout knowing it. If be act umvisely, liis 
balance-sheet will stare bim in the face and remind liim 
of his faults, 

It is a great defect not to take an aecurate estiinate of 
the losses every half year beforc striking tlie balance of 
profit and loss, It is clear, that common sense and 
common lionesty require that the loss should he taken 
into aecount as well as the profit* Yct some of the banks 
that failcd went on, year after year, exhibiting a balance- 
sheet to their sharebolders showing a respectable profit, 
which enabled the directors to déclaré a fair dividende and 
to make an addition to the reserved firnd, While the 
animal balance-sheet s thus showed a steady increase of 
profit, the b ad dcbts b ad actually eaten up the whole of 
the capital, 

Ânother defect is, not to hâve an acconnt in the general 
ledger showing the amount of bills re-issued or re-dis- 
countecL The amount of these bills not due should appear 
on hoth si des of the acconnt—on one side as a liability, and 
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on the other as an asset, For want of doing so some banks 
hâve not been able to ascertain easily what aniount of 
bills thcy hâve under re-discount. But it is important to 
know this, For it may be expeeted that, during a season 
of pressure, uo small portion of these bills will he returned 
unpaid, and the bank must fine! funds to take up its 
in dors ements. If they fail to do this, it anxoïmts to a 
stoppage of payment* In fact, the amount of such bills 
suddeuly returned lias in some cases been the immédiate 
cause of a bank stopping payment, 

We liave no horror of mimerons branches, When we 
see that in Scotland the largest and most prospérons 
hanks hâve each a large number of branches, we are led 
to believe that branches are not attended with any dan¬ 
gers which eannot be overcome by wise administration, 
Àt the same time, we arc ready to admit that numerous 
branches rcquire a peculiar mode of government, and a 
rigid system of discipline, The chief officer of such a 
bank should be a good banker, and something more, He 
must be a good administrator j that is, skilled in the admi¬ 
nistrative department of good government. 

In the hrst place, each branch must bave a good 
System of book-keeping, and the system must be uniform 
at every branch, Seeondly, Care should be taken to 
appoint efficient officers, Thirdly, A code of laws should 
be drawn up, and the branch manager should be distinctly 
informed as to the extent to winch he may exercise liis 
discrétion, and wliat cases must be referred for the con¬ 
sidération of the direct or s. Fourtlüy, Weekly rcturns 
must be made to the head office of ail the transactions, 
and a half-yearly balance-sheet attended with full supple- 
mentary details, Eifthly, Spécial reports should be occa- 
sionally reqtdred, as spécial circumstances may occur, 
either with référencé to the branches gcnerally, or with 
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reference to a brandi individuaHy, Sixthly, An inspectai' 
shonld be appointée! for tlie purpbse of visiting the 
branches. His duties will be to explain tlic instruc¬ 
tions of the dire et ors, and to see that they are properly 
observed—to maintain a uniform System of transacting 
business at ail the branches—to instruct the officers of 
the brandi in tbeir duties when necessary, and to com* 
municate the knowledge lie has acqnired in visiting the 
other brandies—to answer any difficult or knotty ques¬ 
tions that may bc proposed to him by tlie manager, and 
to consult with the manager as to the hest means of pro- 
moting the interests of the brandi—to observe the talents 
and eapabilities of the several officers, and to recommend 
for promotion any wlio seem to hâve qualities that might 
be usefully employed in a higher depaxtment in the bank. 5 ^ 
In large banks there are usually several inspectors. 

Branches sliould always be kept in strict subordination 
to the head office* Prompt obedienee to orders is a dnty 
that must be rîgidly enforccd. The chairman of the 
Northern and Central Bank stated to the Parliamentaiy 
Committee, that at sonie of the branches where the 
heaviest losses had occurxed, the managers had not obeyed 
the orders they had received from the directors. Similax 
accusations were imtde against sonie of the brandi mana¬ 
gers of the Commercial Bank of Engïand. It is quite 
impossible for any bank to be well administered as a 
whole, if every brandi is allowed to exercise an mdc- 
pendent authority. Upon this ground, som.e parties 
object altogether to the appointment of local direct ors 
at the branches. À local board, consisting of the brandi 
directors and the manager, are more likely than the 

* We sliall lier cafter notice in detail the mode of concliietmg busi¬ 
ness in the Provincial Bank of Ireland, as an illustration of the above 
remarks. 
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manager alone to assume indépendant autbority—to post- 
pone carrying out tlie directions they may receive from 
head quart ers—and to take upon them suives the respon- 
sibüity of acting somewhat at variance with tlie strict 
ietter of their instructions. And although local direct or s 
xnay sometimes be useful in extending the connexions of 
the bank, or in aiding the managers with information or 
advicey yet, for the above or other rcasons, they are now 
in England but yery seldom appointed. The brandi is 
under the sole care of a manager. The general manager 
of the bank is not merely the manager of the head ofïice > 
but lias autbority also over ail the branches, Whenever 
neccssary or expédient, lie issues circular letters of instruc¬ 
tion to the brandi managers, and these instructions the 
hranch managers arc cxpected to obey. 

V, S orne bank s bave been uufortunate in conséquence 
of having made no provision to mcet contingeneies. 

Tins class of bank s bas not fallen into any of the 
practices that ire bave enumerated. They bave not, on 
the whole, been hadly managed, but they baye traded to 
tlie full amount of their means, and hâve kept no reserve, 
either in Government stock, exehequer bills, or hills of 
exckaiige, to meet tkosc contingcncics to which ail bank s 
are liable One bank of this elass had, during tlie railway 
spéculation, received from some of these companies a 
large amount of deposits, À portion of these deposits 
was iodged, as its agent, with another bank. That bank 
stoppe d* This bank was, conscquently, unablc to pay 
back the deposits to tlie railway companies.- From this 
circnrastance, and the known connexion between the two 
bank s having damage d its crédit, it was compclled also 
to stop pay ment. Another bank had but a small capital, 
but for a. numher of y cars it was exceedingly well 
managed. In 1847 it h ad discounted r and again re- 
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diseounted, a large amount of bills on a first-rate London 
honsc that failed. Tlie London bouse aftcrwards paid 
20& in tlie pound. Eut tbe dire et or s concludcd from 
tins cireum stance that a bank with a small capital was 
not in a condition to b car a large loss, and tliey résolve d 
to wind up the eoncern* Àfter sustaining tlie losses and 
expcnses of winding-up, (and in sucli a case sonie losses 
neecssarily occur,) the bank realized nearly the wliole of 
its paid-up capital. We doubt not tbat some of the other 
tanks that bave woiind up tbeir affairs bave done so from 
causes similar to those we bave described, 

We consider that tins héad of our inquiry is not less 
instructive than the four by which it iras preceded* Tkey 
will teacli us tbe vices we ouglit to avoid —this wiïï teach 
us the virtues we ouglit to cultivate. The les s on s we 
herc gather are, that we ouglit not only to avoid ail 
mismanagementj but we ought also to provide for tkose 
contingencies to winch, even witb good management, we 
are expose d. We ought to raise our capital in proportion 
to our business, or else keep down our business to a level 
with our capital — we ought to bave a surplus fond 
adéquate to meet any unfbreseen loss — wo ought to 
liave a reserve of convertible securities rcacîy to meet 
contingent cvils ; and, hnally, w e ought always to keep 
our bank in such a condition tliat, even if not succcssful, 
we shall ucill be in a condition to wind up our affairs 
without inconvenience to the public. 

VI* We may observe, tbat these erroneous prmciples 
of administration bave sometimes been tbe resnlt of a 
dcfect in tlie constitution of the bank—of tbe appoint- 
ment of incompétent persans—or of an unwise distri¬ 
bution of the administrative fonctions. 

Joint-stock banking did not grow up graduaby in 
England as in Scotland. On the introduction of tins 
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System into England, the directors were necessarily im¬ 
ac quainted ivitl l the practical operations of bankiug.* 
For ali tke practice and experien.ee were eonfined ta the 
private bunkers, wliom the new System was intended to 
subvert. lu sonie places there was a préjudice against 
directors who were in business. Hence, officers in the 
army, b arrêter s, solieitors, medical men, retired trades- 
men, and country gentlemen, were considered as the 
most eligible directors. These boards of directors, a31 of 
whoin were unacquainted with banking, and s orne of 
whom were destitute of business habits, had to encounter 
difficultés whict would hâve tried the most experienced 
b an k ers. 

The want of expérience in a board of directors did not, 
however, produce any dangerous conséquences when they 
appointed an efficient manager. He pmdently advised 
and instructed them. Thcy gradually increased their 
knowledge, adopted his principles, and were guided by his 
eoimsels. By their daily interconrse with him, by their 
own refieétions, by the direction given to their thoughts, 
and by the expérience they acquired, they becarne in 
a fcw years as conversant with their dntics as the 
manager himself. We believe this was almost uniformly 
the case with those joint-stock banks tbat were formed 
within five or six years after they were allowed to be 
established in England. As a proof that such was the 
case, it may be stated that the grcater portion of the 

* The chairman of the Northern and Central Bank gave the following 
answers to a Committee of the House of Gommons 

1s there any one of jour colleagnes in the direction of the haut that 
had préviens expérience in banking business?—I do not think there 

was one. 

Had the directors of the joint-stock banks about yon many of them 
had préviens bauking expérience f—I do not recollcct om CommUtee 
o ft Joint Stock Banks , 3 SS7. 
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banks formée! during that period hâve, at the présent 
moment, the same managers tliey liad at their com¬ 
mencement. 

But, after joint-stock banks were star te d as niatters of 
spéculation tbey increased more rapidly tlian efficient 
managers could be found* The ne w banks naturally 
enough looked to Scotland. But the Scotch banks liad 
the sagaeîty to raise the salaries of their principal officers, 
to prevent their émigration to England. In s orne cases, 
those Seotelimen who were app ointe d managers of English 
banks, liad never held office in a bank before, or elsc it 
was an office so inferior tliat ail tliey lmew about bankmg 
was merely the routine of the office. Wherever efficient 
managers were appointe d, whetker English or Scotch, the 
same effeets were produced as in tlic former cases. The 
inexpérience d directors aeqnired the knowledge and expé¬ 
rience necessary to tlie dis charge of their dutics, and the 
banks prospered. But sometinies the case was reversed. 
The manager was inefficient, and tlie directors inexpe- 
rienced, and then tlie effects were disastrous. 

Xn some cases the manager laboured under an incon- 
veniènee from being taken from a lowcr social position. 
Not a few of the managers were previously tankers’ 
clerks ; and the appointment to the office of bank manager 
did not, in England (as it does in Scotland and in Ireland), 
raise him to the same social position as a hanker. This 
was injurions to tlie bank in se ver al ways. It lessened 
his influence witli liis directors. From the days of Solomon 
ta tlie présent time, tlie degrée of deference paid to even 
good advice lias depended u >on tlie social Tank of the 
party who offered it ; ff Wisdom is better than strength ; 
ncvertlieless tlie poor maifs wisdom is despiscd, and his 
word s are not heard. w * The public, toc, h ad been so long 
* Ecoles, yiii. 16. 
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accustomed to private banking, that, secing the manager 
pair! by a salary, tliey could not bring their rnincla to view 
him as the banker, but considered him as holding an 
office analogous to that of cliief clcrk in a private bank, 
It may be feared, that in sorne banks tlie dire et ors took 
the same view, and thought that the influence and the 
salaries of the two offices ought to correspond- These 
impressions bave now passed away. 

In some cases the manager w r as superseded in his func- 
tions by the appointment of managing directors. The 
manager was a man of bankîng knowledge and expé¬ 
rience, but he had placed over him a couple of managing 
directors, who had neither knowledge nor expérience. 
Consequently, his voice was never heard in the board- 
room, and, with the name of manager, he acted only 
in the capacity of a chief clerk. The manager was thus 
deprived of the opportunity of discharging the most 
important of his fonctions—that of giving ad vice to the 
directors—and was rcquired to confine Lis attention to 
the more easy duty of obedience. 

In éther cases the managing directors and the manager 
formée! a secret commïttee, who alone were acquainted 
with the actual condition of the hank. The directors of 
the Bank of Manchester stated, in their first report, that 
two of their body, who are out of business, alone hâve 
aecess to the accounts, and are authorized to advise with 
the manager, when requisite, on the current transactions 
of the hank. At the sanie time, each of the other directors 
engaged, individually, to refrain entirely from inspecta 
ing any of the customers 1 bills or accounts; thus com- 
bining ail the sccrecy of a private hank with the 
advantages of a public institution/* The Bank of Man¬ 
chester had at that time the largest paid-np capital of any 
joint-stock hank in Englaud. Tliree of its directors were 
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ex amine d before the Bank Charter Committec, in the year 
1832, Thcy présenté d to tlie Committee a list of twenty- 
three joint-stock banks tken formed, and strongly urged 
that measures should be adopted to require from them an 
adéquate amount of paid-np capital. It is somewhat re- 
markable that, ont of thèse twenty-three banks, the only 
one that bas stopped payment is the Bank of Manchester, 
Ànother lias ceascd to exist, but it was by a transfer of its 
business. 

In somc cases a bank lias been ruined b y its manager ; 
in others, by the manager and the managing directors 
conjointly; in others, by the managing directors without 
the manager; and in others, by one, two, or threc di¬ 
rect ors, wbo, tliough not formally appointed managing 
directors, hâve, by their influence with the board, virtually 
monopolized that office, and discharged its functions. It 
may be questioned whether any case has occurred in 
En gland of a bank being ruined by the aets of its whole 
board, where ail the directors were honest and intelligent 
men, and eaeli was accustomed think and judge for 
himself. 

"VIL We may observe, that sometimes joint-stock banks 
hâve been led into erroneous principles of administration 
by the proceedings of the proprietOrs. 

The constitution of joint-stock banks appears tlieorcti- 
eally absurd, The manager—the banker—wbo is pré¬ 
sumée! to bave s orne knowledge and expérience in banking, 
is placed under the command of a board of directors, 
wliosc knowledge and expérience are supposed to be 
inferior to his own* These directors are again placed 
under the control and instruction of a body of proprie- 
tors, whose knowledge of Banking is much less than that 
of the directors, Practically, however, the System works 
wcll. But when an attempt is made to carry ont the 

Q 
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theory, the effects are injurions ; and some joint-stock banks 
hâve fallcn into danger through tlie operations being too 
mueh regulated by the proceedings of the proprietors. 

Sometimes the directors liave been infiuenced by the 
applauscs of the shareholders. 

It is natural to ail shareholders to wish for large 
dividends npon the capital tliey liave invested, Hence 
they applaud most loudly those directors who contrive 
to déclaré the highest dividends, to make the largest 
bonuses, to keep up the shares at the highest premiiims 
in the market, and then to distribute more shares' at 
par. The directors, knowing tliese to he the fcçlinga of 
tlie shareholders, veiy naturally attempt to gratify them. 
But those transactions that yield a large immédiate profit 
are either attended with a risk of loss, or a lock-up of 
capital. But the profit is immédiate, the danger is re- 
mote. With the applauses of the shareholders ringing in 
their ears, the directors become too giddy for reflection, 
and recklessly engage in a course of action that ends in 
ruin, This evil is inq^cased when there are two joint- 
stock banks of about equal strength in the same place. 
The spirit of rivalry is natural to man. The compétition 
■between tlie two boai’ds of directors is not whidi bank 
shall be govemed with the greatest prudence, and with 
the strictcst regard to sound banking principles. Eut 
wliich shall produce the most glowing reports—whieh 
shall déclaré the largest dividends—and which shall keep 
up its shares at the highest price in the market. A strong 
compétition is carried on, wbich ends in the destruction of 
one or both of the rival banks. Sueh feelings are said 
to liave prevailed at Manchester ; and at that place several 
boards of directors ivere présenter! with services of plate, 
by their respective shareholders, within a short time of 
the stoppage of their banks. 
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Sometimes directors arc induced to act unwisely from 
the censures of their shareholders, 

Every one wli o knows anything of banking must know 
that it cannot be carried on without occasion al 1 osa es, A 
bank that is so conducted as ne ver to make a loss, will 
scldom make mue h profit. And sometimés tlie se losses 
Avili be s o great as to absorb a large portion of the profits 
of the year, The objeet of having a surplus fond is to 
provide for thèse contingencies, so that the usual dividend 
may be maintained, But Tvhen an occasion arises for 
maldng use of a portion of tins fund, there is often what is 
called ff a stormy meeting/' and the shareholders vt r alk away 
sulky and dissatisfied, This produces a bad effect on the 
minds of the directors, It is a great mistake to suppose 
that boards of directors arc indiffèrent to the app] anses or 
censures of their shareholders, Às a general raie, the fact 
is lamenfably the reverse* In some cases they hâve had so 
mueh dread of ff the general meeting'' that they conld 
not muster courage enough to make honest reports, Had 
they doue so in the first instance, their banks might hâve 
beeu saved from destruction, 

Sometimes directors are in danger of being led astray by 
the admonitions and instructions of their shareholders, 

À very prudent class of proprietors exhort the direc¬ 
tors to praetise the stricte st cconomy. Whcn rightly 
understood, this exhortation is worthy of the rounds of 
applanse xvitli which it is usually attended. But it is 
liable to be misunderstood. In banking, as in house- 
wifery, the lowest priced article is not always the ch cap est. 
The largest portion of the expenditure of a bank consista 
of salaries, Hence an exhortation to economy amonnts 
to— a Kccp down the salaries of your officers /' * and 

^ Wé believe that if the suggestion were made in these terrns, it would 
reçoive no support from mj body of shareholders. Wcre it customary 
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as thc manager lias the largest salary, lie will most likcly 
lie the heaviest sufferer* 

A more miscMevcms recommendation, when thus under- 
stood, can hardly bc conceived. Next to haying a dis- 
honest manager, the grcatest evil is to bave one that is 
badly paid. If lie is known to be poor, his adviee will 
hâve less weight in the board-room ; the directors indivi- 
dually will treat him with less respect ; his weaïthy ens- 
torners will not dis cio se to him tbeir piïvate affaira, the 
needy class, wheii refus ed discount, will insult him b y 
threatening to complain to the directors, and his inferior 
officers will be less prompt in their obedience. Eut worse 
than ail tliis will be the effect produced upon his own 
mind. Hc will not be, and be cannot be, so efficient a 
manager when badly paid as lie would be if lie recelved a 
liberal rémunération. It is the besetting sin of men of 
business, that they never pay attention to MIND, though 
among no class are mental phenomena more strikingly 

to annotmee to the propriétés the advanccs made in the salaries of the 
managers, we think the amioimcement would be r ce ci ved with the sam g 
fceîings as were manifested in the following instance, Àt the eleventh 
am\ual meeting of the propriétés of a bank in 011 e of the northeru coun- 
tîes, held on the 5th of Pebmary, 1846, « thc chairman informed thé 
meeting that, appreciating liigkly the services of the manager, and thc 
prospérité of thc bank fully justifying tliem in doing so, thc directors 
had raisçd his salary to 1500/* a-year; at which the proprictors présent 
expressed their hearty concurrence* And it was reeommended to the 
directors, by thc proprictors présent, still farther to augment the mana¬ 
gers salary, with thc increaslng business and prosperity of the bank. 1 
At that time the paid-up capital of thc bank was 2 G0,450/. In the 
“ Banking Almanach, for 1849 ” this bank is stated to hâve a capital of 
600,000/. and a reserved fond of 30,000/. 

The following is an extract from the sixth report of another joint- 
stock bank :— 

r * The manager having claimed for his nommées thc 1000 sliarcs at par 
to which they were entitlcd by his agreement when originally engaged, 
the same Lave been issued to them, which inercases the number of paid-up 
sliares, cntitled to participate in the présent dividende to 32,080.” 
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exhibited. The amount of his salary is tlie only tangible 
means by winch a manager can judge how far his services 
and his charactcr are appreciated. It is not the money 
alone, bat the feelings, of which the money is an indica¬ 
tion, that prodnees an cffect on the mind. It is a law of 
our nature ; that the khidncs s, liber ali ty, and generosity 
of others will produce corresponding feelings in ourselves. 
And it is another law of our nature, that when the mind 
is under the influence of sucli feelings, it is capable of 
intelleetual efforts of a higlier order. But we forget j— 
we were writing about pounds, shillings, and pence, and 
our pen bas darted off into philosophy, We will now 
return. 

Sometimes the shareholders fly at higher game, and 
eanvass the salaries of the direct ors. Such discussions 
are always unpleasant, as they are carried on in the pré¬ 
sence of the parties interested. Âmong ail the charges 
brought against the directors and managers of banks that 
hâve failed, we hâve never met with the accusation that 
they received excessive salaries. We are tempted to fancy 
that, had their salaries been higher, the banks might not 
hâve failed. As far as salary is concerned, they certainly 
would hâve had a greater interest in preventing tlxc failnre. 
In some banks, however, directors haye paid thcmselves 
for their services in ways far more costly to the bank. 
Take the following instance :— 

Cf The qualification for directors of the Northern and Central Bank 
was 100 shares. It was, however, aseertaincd that each of the original 
directors took 1000 shares, and that besides these, other shares were, at 
later dates, distributed among the directors and their ne&r connexions, 
Instead of paying the calls to the bank, the directors and their nommées 
were severally debited with the amount in a prlvate ledger, locked up, 
and the key deposited with the ehief aecoiuitant. In addition to this, 
caeh direetor had a ouvrent accouüt with the bank, and many of them 
liad Gvcrdrawn their accounts to a very large amount. Nor was tliis ail, 
for it farther appeared that many of them were aise indebted in large 
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siims of mon e y on notes of h and, whieh bcing placed to tlic accomit of 
securities 3 tllcl not appcar in the books as a débit ngainst the directors, 
XJpon combiiimg tliese several items of debt, it was ascertained tliat there 
was no les s thau 29 0,000 L due by the dire et ors, and tliat there was near 
14,0007 due by the managers and elerks.”* 

It is not crédit able to any banlc to reçoive tlie services 
of its directors as a matter of charity* Nor is it wise* A 
dire et or who is paid for lus services may j ustly bc called 
to ace omit for neglect of duty. In this case, too^ he cannot 
expcct payaient in any other wayi In hïs transactions 
with tlie bank he is tlicn on tlie samc footing as any other 
customer* It lias been said, that the directors are snch 
honourable men that they will attend to their duty as 
stiietly if badly paid as if liberally paid* If so they ought 
to be liber ally paid, as it is very désirable that sueh 
honourable men should be most closely attached to the 
bank* But we doubt the fact. In matters of almsgiving, 
men will give only what tliey can convcniently spare. If 
a director is to give bis tirne for nothingj he will give only 
that portion ofliis time whieh he cannot more profitably 
or more agreeahly employ elsewherc* In matters of busi¬ 
ness, men will apportion their services according to tlie 
retum they receive for tliem, There is no way of secining 
constant punetuality of attendance on the paid of direc¬ 
tors, but by paying tliem liber ally for that attendance. 
In some cases where payment bas not been given, or 
given only to the managing directors, it is said that the 
government of the bank lias fallen into the hands of a few 
per s on s j whose punetuality of attendance lias been almost 
their only banking virtue. But the main adyantage of 
liberal payment is its effect upon the minés of the direc¬ 
tors* Every honourable man will attend to bis duty with 
àlacrity and energy, and will even make extra exertions 


* Commit tec ou Joint-stock Banksj 1837- 
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for the benefît of the bank, when he fin cl s tbat his ser¬ 
vices arc handsomelj and libefaUy appreciated, 

We need hardi y say, tliat the faults we bave pointed ont 
in the administration or constitution of joint-stock banks 
are b y no means inhérent in the System, They are acci¬ 
dentai circumstaneeSj arising from its establishment in a 
il ew country, by parties who had 110 préviens opportunity 
of understanding its principles. The System is no longer 
ne>v —its principles arc now r well understood—and it may 
reasonably be expected that the calamities of the past will 


never recur. 
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SECTION XL 


THE ADMINISTRATION GF THE OFFICE, 


In this section Ave shall consider the followmg topics 

I. The Arrangement of the Office* 

II* The Sélection and Âppointnient of the Glerks. 

III* The proper Distribution of their Dnties* 

IV. The Àmount of their Salaries, 

V* The System of Promotion. 

VI. The Rules of Discipline* 

VIL The Traiuing of Clcrks for higher Offices. 

I. The Arrangement of tlie Office* 

The proper situation of a bank is a matter of some im¬ 
portance. It should be situated in what is deemed the 
most respectable part of the town. If it be placed in an 
inferior local!ty^ approacliahle only by narrow and dis- 
agreeahle streets, and surrounded by buildings the seats 
of smoky and dirty trades, it is not likely to be so much 
frequented, nor to acquire so large a business, as though 
it TTcre more pleasantly situated* Ànother point to be 
observed is, that the bank itself should be a handsome 
building, The necessary expenditure for this purpose is 
no s in against ecouomy, It is an outlay of capital to be 
repaid by the profits of the business that mil thus be 
acquired* À portion of the building will probably he set 
apart for the private résidence of the manager, or of some 
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other ofïicer of the establishment* It is désirable that 
this portion should be entirely separated from the office. 
The communication should be only b y a single do or, of 
which the manager should keep tlie key. The building 
should be so constructed that what is going on in the 
private bouse, whether in the kitchen, or the nursery^ or 
the drawing-rooin, should not be heard in the bank. 
The office being thus isolated, must thon be htted up in 
the way that will most effectually promote the end in 
view. And here are three points to he cou sidéré d,— space, 
iightj and ventilation. 

A chief considération is space. À banker should take 
care that his clerks hâve room enough to do their work 
comfortably, Every accountant knows that he can oftcn 
work faster if he can hâve two or more books open 
at the samc time ; but if bis space is so confined that 
hc must shut up onc book 5 and put it away, before he 
can use another* he will get on more slowly. The 
cashiers, too, will be much impeded if they are obliged 
to stand too close to each other ; and the public will be 
huddled together, and will often count incorrectly the 
raoney given to theoi, and thus take up the cashiers J time 
to put them riglit, Want of space will necessarily occa¬ 
sion errorSj from the confusion it produces, and from one 
clerk being liable to interruption from the noise or vicinity 
of tlie other s. A banker should therefore take care that 
his office is largo cnough for his business ; and that it will 
admit of being eidarged in case his business should in- 
crease. Ample space is also conducive to the health of 
the clerks, as there will he more air to breathe, and tlie 
atmosphère is les s likely to bc corne polluted hy the biirn- 
ing of lamps and candies. 

Anothcr considération is Ughi. It is well known in 
every London bank, that fewer mis take s are made hy 
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thc clerks in summer than in winter. Abondance of 
iight pre vents mistakes, and sayes ail the time thaï 
woukl be employée! in the discovery of errors. Liglit 
is also of great importance to tlie cashiers in deteet- 
ing forge d signatures and bad or counterfeit money. 
Thieves are a Usé less likely to attempt their robberies in a 
liglit office than in a dark une, Paint or illegiblc hand- 
writing can be more casily read, and hence mistakes are 
les s likely to occur. The clerks ; too ; per for m tlicïr duties 
with more quickness and cheerfulness. Tlie gloominess 
of an office throws a glooxn over tbe mind ; but ££ liglit is 
sweetj and a plcasant thing it is for tlie eyes to behold 
tbe sun. j;> 

Tlie lightcst paît of tbe office should be devoted to tlie 
clerks. We bave ob serve d sometiraes a violation of tins 
principle, Tlie entrance door lias been place d in tlie 
middle of tbe front, with a window on eacb sidc 3 and tbe 
eonnter thrown across tbe room, so that tbe lightest part 
of the office lias been given to tbe public, Tt is better 
that the entrance be placer! at the right or thc left corner, 
and the eonnter bc made to run from the window to tlie 
opposite wall. Tlie liglit will tbus fall lengthways on the 
eonnter., and the space behind the enunter will be oecu- 
pied by tbe clerks. 

Ventilation .—Volumes bave been wxitten by medical men 
o p on tbe advantages of fresb air, and on the imwholesome 
atmosphère of erôwded cities. If tbe air that circulâtes in 
the Street a of towns and cities is inipurCj what must be the 
state of those offices or room s whére twenty or thirty per¬ 
dons are breathing close together dur in g the whole of the 
day, and gas liglits are burning during thc evening ! In 
siich cases we are told that a pérson afflicted with con- 
sumption of tbe lungs may commimicate the complaint 
to otherSj as tbey must inhale a portion of the atmosphère 
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which lie lias breathed ont, The air in a close office 
is not only rendered impure by thé mimber of pcopie 
that breatlie it } and by tlie bnrning of gas, but it also 
contai ns very frequently p article s of dust arising froni 
tlie floor, through tlie number of p copie eonstantly walk- 
ing in and ont, It is almost impossible for persons so 
circumstaneed to enjoy for a lengtli of timc even moderate 
îicalth, Â portion of tliis eyil may be mitigated by a 
good System of ventilation, To obtain tins should be re¬ 
garde d as an object of the first importance. If a banker 
do es not insist upon the architect per for min g tliis in tlie 
most effectuai manner, lie must be content to be often 
put to inconvenicnce through the illness and conséquent 
absence of liïs clerks. 

Having made duc provision for spaçe, light, and ven¬ 
tilation, it will now become necessary to arrange the 
counter, desks, and other furniture, so as to enablc any 
given number of clerks to discharge tlieir duties witli the 
greatest effîciency, and so as best to promote the public 
convonicnce. It is not necessary, or possible, to give very 
minute instructions on this liead, as miicli will dépend 
upon the forai of the building; the extent of the business, 
and other eircumstanccs. TV e will notice only a few gene¬ 
ral object s to be kept in view. 

It is désirable at ail times to make those arrangements 
that shall best promote the conveniencc of tlie public. 

The counter should be readily accessible; and of suffi- 
cient lengtli to meet the requirements of the business ; 
and the cashiers* desks sufficiently wide apart for the 
public to be promptly serve d, and to stand without jost- 
ling one an other. Some banks hâve two counters, one 
for paying, and the other for receiving, Àt other banks 
tlie cashier does not enter the crédits, but merely agréés 
the amonnt with tlie customer, and then passes them to a 
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elerk, îvlio cntcrs tliem in the Waste Book* In tlie sanie 
way, when a chèque is présentée! for payaient, lie gives it 
to a elerk beliind him, who cntcrs it, and h and s the notes 
to the casliier, who pays ont the gold and silver* When 
the business is large, extra or snpemumerary cashiers 
arc appointée!, who take the place of the régulai 1 cashiers 
when they are absent at dinner or otherwise, sa that 
during the whole of the day ail the cashiers^ desks are 
occupied. To relieve the counter, the payaient of bills 
tliat h me been présentée! in the morning and not paid, is 
usually received at a separate desk or office, Âll tlicse 
are expédients that should he adopted when necessary, to 
save the time of the public. There are few things that 
try a man's tcxnper inore than to be kept waiting a long 
time at a banker’s counter; and he will he very apt to 
give vent to bis impatience by quarrelling with the clerks, 
or reproacliing the establishment* 

Ànother object is, to place near together those clerks 
whose duties will require them to bave frequent commu¬ 
nication with eaeh otlier, If this rule be not observed, 
the elerk s will lose much time in the course of the day in 
passing from onc part of the office to the otlier ; and the 
work will not be so expéditions!y performed. It is espe- 
cially désirable that the ledger keepers should be placed 
close behind the casliiers ; so that if a doubtful chèque be 
près ente d for payment, the cashier may be able to show it 
to the ledger keeper, and bc informe d if he may pay it, 
without heing observed by the party presenting it. 

Another point is, to place the desk of tlie chief or liead 
elerk in sneh a position that he can see ail over the office. 
“ À master J s eyc will do more work than hoth Ms hands.^ 
In this case, if the counter is crowded, the chief elerk will 
perçoive it, and appoint additional clerks to as si s t tlie 
cashiers* If disputes take place between the clerks, or 
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between thc cashîers and thc public* lie will corne forward 
and settle the mattér bcforc the dispute is carried to high 
words. He will observe, too 3 thc customers who corne 
frcquently to tbe cuunter, and from their transactions lie 
will often draw conclusions respecting their circums tances 
whieb will be serviceable to the bank, It is generally 
bcst that many of the clerks should be so place d as to 
look towards the counter. It bas been said that this 
draw s off their attention from their work ; but we do not 
think this is generally the case, altliough it may occasion - 
ally relieve the irksomeness of their duties, A dishonest 
per son standing at the counter, and watching an opportu- 
nity of conmiitting a robhcry when thc casliier is engaged, 
will bc more likely to abstain from making the attcmpt 
wlxcn the eyes of other clerks bave a command of thc 
counter, This arrangement will dépend in some measure 
on the direction of thc lighf. The clerks should not bave 
their faces or their hacks towards the window, but the 
light should fall on them sideways. Thèse matters may 
appear triüing, but they will not be decmed hnimportant 
to those who are entrusted with thc praetical administra¬ 
tion of an office* It is only by attention to minute things 
that the business of an office can be well conducted. 

II, The Sélection and Appointaient of Clerks, 

When a bank is hrst formed, they sometimes ad vertige 
for clerks ; but this is usually for clerks of a higher rank, 
who hâve had some expérience iu the business of hanking, 
When a bank is cstablished, it lias scldom occasion for 
nèw clerks of this class. A vacancy in onc of the higher 
départaient s is fi lied np h y the next clerk in rank, and so 
on in order, and the new clerk cornes in as a junior* * 
Applications for this post are usually so mimerons that 
the oïdy difficulty is in making the sélection, Those 
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recommande d by parties known to the bank* as eus- 
tomers or shareholders, usually hâve the first claim. In 
somc banks the nomination of the junior clerks is regarded 
as a portion of the patronage of the directors, upon the 
understandings liowcver, that they nominate noue but such 
as are properly qualified, and vvho shall prove their fitness 
to the satisfaction of a committee of directes. 

In making inqniries into the qualifications of appli- 
cantSj it is neeessary to a s certain in the first place their 
âge. In London the âge at which elerks are admitted 
into a bank is usually about nineteen. Âs their first diity 
is to collect payment of bills, it is neeessary they should 
liave arrived at a sufficient degree of strength to be able 
to make sonie résistance were an attempt to be made to 
rob tliein of their bill-ease ; and also that they should 
hâve arrived at an âge to be eonscious of the responsibility 
of their office. In the country parts of En glati d ; and in 
Scotlandj clerks are taken at an earlier âge; but the duties 
are different from tliose discharged by tlie same class in 
London. 

Ànother considération is the class of society from 
which clerks are taken. Candidates for the office of bank 
clerks are usually the sons of the rniddle class of tirades- 
men^ or of professional men, as elergymen, officers in the 
army or navy* or persons in the service of Government. 
During the last war, bank ers’ clerks were generally the * 
sons of tradesmen, as the sons of gentlemen eould usually 
find employment under Government . But now that places 
under the Government are not so easily ohtainedj memhers 
of what are called respectable famihes are found among the 
candidates for admission into the service of banks, Each 
class lias some advantages. The sons of gentlemen bave 
generally a hetter literary education^ and hâve usually a 
more eourteous address. On the otlicr hand, they hâve 
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no notion of business, and no business habits, Tliey bave 
been accustomed to go a-huntïng and a-fishing with the 
sons of men of large property, and they look upon bank- 
ing business as a drudgery to which they submit from 
neeessity, but whieli is mu ch beneath the destiny to winch 
they think they are entitled* On tlie other hand, the sons 
of tradesmen liave been accustomed to notions of business 
from the ordinary conversation of thcir fathers* hreside ; 
tliey knOAV they rnust get their own living; tliey look upon 
thcir admission into a bank as a lucky event, and, con- 
sequently, apply themselves to tlieir duties with heartiness 
and cordiality* 

Another inquiry of those who are candidates for admis¬ 
sion into a bank is, How they liave been employed ï Lads 
jnst corne from school of course know notliing of the busi- 
ness of a bank, and, if laken af ail, tliey shoufd be taken 
upon trial for thrcc or six months, so that thcir qualifica¬ 
tions may be discovered before they arc pcrmanently 
appointed* Those who hâve been two or threc years in a 
merchant J s counting-house are generally found to be the 
most efficient* But to hâve been in the office of a stock- 
broker or a soliciter, or to hâve studied for one of the 
learned professions, is no recommendation* Clerks from 
country banks, and especially those from the banks of 
Scofland, when introduced into London banks, are at first 
usually considered to be slow* 

Xt is also propcr to inquire into the parentage of tlie 
candidate* For although honesty and dishonesty do not 
run in the hlood, yet it is probable that religions and vir- 
tuous parents bave given thcir children a religions and 
virtuous éducation; and a youth who lias been accus¬ 
tomed to see exampies of excellence at home, mil bc the 
most lïkely to exhibit tliose excellences in 1ns own con- 
duct À high degree of moral principle is in itself a 
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necessary qualification in a post of trust and responsabilité 
and it is usuaUy associa ter! with a eultivated and improved 
state of the intellectual faculties.—“ If there be in tlie 
charaeter not only sensc and soundne&Sj but virtue of a 
higlr order, then, however littlc appearance thcre may bc 
of talent, a certain portion of wisdom may be relied upon 
almost implicitly. For the eorrespondencies of wisdom 
and goodness are manifold, and tbat tbey will accompanv 
eacb otber may be inferred, not only bccause meifs wis¬ 
dom makes them good, but also because their goodness 
makes them wise, Àltbougb, therefore, simple goodness 
does not imply every sort of wisdonij it nnemngly implics 
some essential conditions of wisdom ; it implies a négative 
on folly, and an exercised judgment, within sneli limits as 
Nature sliall bave prcscribed to the capacité”* 

Testimonial are to be received with caution. Yonng 
rnen wbo corne to London in seareb of a place, often bring 
witb tliem a liost of testimonials, wliicli tbey expect 
will place tbem at the bcad of any list of candidates. 
When upon otber grounds tliere is an intention of en- 
gaging the applieant, tliese letters of recommendation 
may sometimes be read. It may be usefnl to observe 
by whom tbe testimonials are given, and whether tliose 
persons hâve had opportunités of judging of the adap¬ 
tation of the party for tlie office lie seeks. It may also be 
noticéd what qualifies are, and more particularly what 
qualities are not, aseribed to tbe applieant, It bas been 
said tbat when a lady is praised for being ff amiable and 
accomplished,” it may be inferred tbat slie is neitber 
young nor bandsome* So if a testimonial speaks higJtLy 
of a yonng man’s industry and integrity,” it may gene- 
rally be inferred tbat lie does not possess mueh talent, 
It is true tbat these qualités are of more importance than 
* Taylor s Statesman. 
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talent* But while they are more important, they are also 
more common. And if a young raan possesses any kind 
of intellectual supériorité the fact will çertainly not be 
omifted in his testimonial. 

III* The distribution of the duties of the varions clerks 
is a matter of no small importance. Expérience is the only 
efficient guide in malring sueli arrangements. We may, 
nevertheless, lay down a few general prineiples. The 
great division of the business of a bank office is into the 
cashiers* department and the accountant’s department. 
In London bank s there is a third—the tcllers, or out- 
door department In the distribution of duties, it is 
désirable that the accountants department should be a 
clieek upon the otlicr departments. The cashiers nmst 
not hâve the control of the bocks, nor tbe accountants 
the care of the cash- The accountants* books should 
show wliat amount of cash is in the hands of the cashiers ; 
and it is the business of the cashiers to show that they 
hâve that amount of cash which corresponds with the ac¬ 
countants books. If the sa me ofïicer kas the care of the 
cash and the command of the books, lie may abstract a 
portion of tbe cash, and altcr tlie books to make them cor¬ 
respond* It is furtlier désirable, in large establishments, 
that two books which aet as a ehcck upon one another, 
should not be kept by tbe same clerk, While it is not 
proper to indulge a spirit of suspicion in regard to indîvi- 
duals, it is advisable that tbe duties of a bank office should 
bè so distributed that tbe intromissions of any one clerk, 
either by tbe abstraction of cash or the falsification of 
the books, should be liable to immédiate détection by the 
entries in sonie book kept by another clerk. For the 
same rcason, it is proper that any document issued to the 
public (such as deposit receipts, drafts on London, &c.) 
should be signed by two officers, of whom one should 
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belong to tbe cash, and the other to the aeeountan & 
départ ment, There ouglit to be a complété division of 

labour in a bank. Every clerk sliould bave fixed dnties 
to perforai, and every duty, h Grever ummportaiit* sliould 
be assigned to sonie particnlar clerk. If anytbing is 
neglected, there sbould be no doubi as to wbo is to blâme. 
Ko onc sbould be able to say, ff It was not my business > 
it was y ours. 31 Nor ought any dnties to be assigned m 
common to two or tlrree clerks, to be performed by tbem 
as eaeb may find time, In tbis case, eacli will do as 
little as lie can, and notlimg will be doue well. If any 
dispute aiises among tbe clerks as to tbe due division ot 
their labours, a refcrence sbould be ruade to tbe cbief 
clerk, wiio will give to eacli man liis work, and hold him 
rcsponsible for its proper performance. 

IV. Tbe Àmount of their Salaries. 

Accordmg to Adam Smith, tbe wages of labour are 
régulâted b y tbe folio wing circums tances : —1. Tlie agree- 
ableness or disagreeableness of tbe employments them- 
selves. 2, Tbe easiness and cheapness, or tbe diffîculty 
and expense of learning tbem, 3. Tbe constancy or in- 
constancy of employment in tbem. 4, Tbe small or gi'cat 
trust whicb must be reposed in tliose wbo exercise tbem. 
5. The probability or improbability of success in tbem. 

Mr. Mi 11 makes tbe foliowing observations with regard 
to tbe salaries of clerks 

“ A clerk from iliom notlnng is required but tbe meehamçal labqnr 
of cûpjingj gains more tbau an équivalent for lus niei'C exertiou if lie 
receives the vages of a bricklayer’s labourer. Ilis woi'k is not a tenth 
part as tard, it is quitc as easy to learn, and bis condition is less preca- 
riouSj a clerks place being geuerally a place for lîfe. Tlie bigber rate of 
his rémunération, tlierefore, must be partly ascribed to monopoly tlie 
small degree of éducation required beïug not eveu y et so generally dif- 
fused as to eall fortk the natural munber of competitors, and partly to 
the remainhig influences of an ancient custom, wbîcli requîtes tliat 
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clerks should maintain tlie dress and appcarance of a more htgkly paie! 
ekss. 

" it is usual to paÿ greatiy beyond the market price of their labour 
ail persons in wliom tlie employer wishes to place |eculiar trust, or from 
wliom lie requircs something besides their mere services. For ex ample, 
most persons who can alford it pay to their dôme s tic servants biglicr 
wages tlian would purchase in the market the labour of persons fully as 
competent to the work requiied. They do tliis, not from more ostenta¬ 
tion, but from reasonable motives—because they desire tbat those they 
employ should serve tliem cheerfully, and be anxious to remain in tlieir 
service—bccause they do not like to drive a kard bargaîn witli people 
wliom they are in constant interconrse with—and because they dislike to 
bave near their persons, and continnally in their sigbt, people with the 
appc avance and habits which are the usual accompaniments of a me an 
rémunération, Similar fedings ope rate in tke tninds of men in business 
■with respect to tlieir clerks ” * 

There would be considérable difficulty in applying the 
rules laid down by political economists with regard to the 
wages of labour to the case of bank clerks* Â banker does 
not îiirc a clerk bec anse lie is tlie cheap est man hc can get, 
nor does lie dismiss liim as soon as lie can gct anotlier man 
to do the sanie work at a lowcr piice. Hc would not find 
it his interest to do this ; for his work is of a peculiar kincl. 
His clerks must hâve a certain degree of éducation and of 
manneiv and hc takeii from a certain class in society. They 
are not allowed to engage in any other employ ment. They 
hâve to maintain a respectable appearance. They must 
be qualifiée! not merely for the lowest post in the bankj 
but must be prepared to take higher posts should vaean- 
cies occur. And in every post they are entrusted with a 
large amount of propertv, and upon their integrity and 
prudence mucli reliance must at ail tiines be placed* Àll 
these circumstances serve to show that, in fixing tlie 
amonnt of their salaries^ the banker should be anxious 
to err (if lie errs at ail) on the side of liberality. 

* Pnneiples of Pobtical Ecciiomy, by John Stuart Mill, vol. î. 
pp. 161—475. 
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He ought ako to take inta considération tke effcct which 
tlie amount of salary produces on the mind and condition 
of tlie party receiying it. If an advance of salary quickens 
the attention or the zeal, or strengthens the fidelity of a 
party, or induces kim to cultivatc tkosc talents which 
add to lus efficicncy-—or if it enables kim to move in a 
higher class of society ? and gives liim a station and an 
influence winch enable liim to be useful to the hauk tlien 
is such advance of salary—though entered in the books 
nnder tbe item of expenditurc—an outlay of capital winch 
is repaie! to tbe banker with interest in thé effect it pro- 
duces—an outlay that becomes probably one of tbe most 
profitable of bis investments** 

In ail banks tbe junior clerks hâve lower salaries tban 
tbe senior clerks. In Scotland, a elerk usually r serves an 
apprenticesbip of three years, dnring which be receives 
but a small salary* This plan bas been introduced into 

# We bave grcat pleasure in transeribing tke followkig letter from 
Mr. Samuel Joncs Loyd. It was addressed to tbe ebief elerk of bis 
London bank. We absiain front ail enlogium, as the letter will speak 
for itself :—■ 

“ Deak Ma. KntnY,— Tke enclosed draffc for 1,000*. I request you 
will pince to tbe crédit of tbe * Clerks’ Christmas Pond. 5 At tlie close 
of the first y car silice my accession to tlie bead of this coneern, I am 
désirons of ofîering to those throngh whose assistance I hâve been 
enablcd to bring it to a satisfactory conclusion somc substantiel proof of 
my sense of tbeir services, and of the interest which I fecl in ail that 
concerna tbeir comfort and happiness. The year now closing bas been 
marked by some circum stances of an accidentai and temporaiy charaeter, 
which hâve tended to throw an nnusual degree of labour and trouble on 
tbe clérical départaient of tlie office. Of the readiness with which this 
ditôciilty bas been met and overcome ï am very sensible, and for tliis, as 
well as for tbe uniform zeal and integrity with wbich tbe general diities 
of tbe office are dîscharged, I beg that tbe clerks will accept my grateful 
acknowledgment, and that you and they will believe me to be the faîtbful 
friend of yon ali. 

(Signed) “ S. J. Loyd, 

if Lothlnrtfi Dec. 2UÂ, ISéÔ.” 
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sorac of onr country banks, In London it rloes not exist. 
In the pïivate tanks* a junior clerk tisually commences 
vritli 60/. a-year* and a portion of the Christ ni as money. 
In the joint-stock banks* vvhere no Christmas money is 
allowed* the commencin g salary is usually 80/. But thé 
rules of ad van ce are varions* and* indeed* must be so* 
depending as they do npon the prosperity of the banks* 
and other contingent circumstances. One bank may 
assign a certain fixed animal increase to each clerk* 
whether he advance in rank or not. In tins case* his salary 
will be régulated entircly by the nnmber of his y car s of 
service. An other bank may hâve a fixe cl salary for each 
post* and a clerk lias no increase of salary except ivhen he 
takes a stcp in rank, Ànother bank may adopt a scale 
of salaries combinidg the principles of the other two. 
Por instance* every post in the bank may hâve a fixed 
minimum salary. But each clerk holding a post for a 
certain period (say for five years) lias an animal advance 
for that period. Then he stops* and reçoives no fartlicr 
advance initil he is promoted to the next post* where 
again lie hecomes entitled to the annnal advances belong- 
ing to that post. We glve no opinion as to the respective 
merit of these plans. But there is one principle ¥e 
wonld enforce—that the salaries of the clerks should be 
regnlated by the prosperity of tlie bank. If the bank is 
prospérons* the clerks ought to share in its prosperity ; 
and if the bank is unfortimate* the clerks must consent 
to share in its ill fortune. But* nnder any cir cum s tances* 
a s cale of salaries is désirable. It prevents caprice on tlie 
part of the bank* and jealonsy on the part of the clerks, 
The amount of salary in each case should he fixed hyrule* 
and not h y favour. 

V\ îtli référencé to tliis subject n e quote from Mr, 
Taylor 1 s work* entitled ff The Statesman a n ork which 
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he statcs to hâve been the resuit of twelve years J official 
expérience 

» li is often said, ihat in order to get efficient service good pay must 
be offered* Bat tliis is not truc, as applied to first appointements of 
young men* On the contrary, it will often happen tliat the largeness of 
the temptation, by bvinging into activity the most powcxfnl interests 
tbrough wliich abuses of patronage are engendered, will Icad to the 
appoint ment of a worse mén tlian would hâve been obtained by a g ni aller 
offer. On the other hand, thougb men of promise are to be îmd cheap, 
whiist they aie young and their value is Utile known to thcmselves or 
ofhers, they cannot, when this is no longer their condition, be kept for a 
sm&ll considération, or at least kept contented. But a rcasonable degree 
of contcntment is of e&sential importance wbere the undersl anding is 
the workman. There is no position so strong as tliat of a maii who 
stands npon bis head \ and if he be not indueed to the activity of just 
thinking and clear rcasoning, lie will liardly be coereed to it* Upon the 
wliole, tlierefore, I wonld say, tliat what is most conducive to good 
appoint ment s in the first instance, and tlienceforward to deriving benefit 
fvom them, is to offer small rémunération to tbe beginner, witk successive 
expeetancies proportioned to the merits wliich he sliail mamfest, and of 
such încreasing araount as sliall bo calcnlatcd to keep easy, througli tlie 
progressive wants of single and married lifc, the mind of a prudent ni an* 
Upon such a system, if un fit mon belonging to influential families sliall 
make good an entrancc into the service, they will be more easily got rid 
of ; silice, finding that they have got but ititle in hand, and bave but 
little more to look to, they will hardly be désirons to continue in a 
carecr in wliich they must expect to see their competitors shoot ahead 
of tbem*”* 


# ïhe following is an account of the total amount of salaries, morning 
inoncy, gratuities, & c. paid to the servants of the Bank of Un gland 
in London and at the branches, and of the nutnber of persons to whom 
tbe said amount was paid, for thé y car ending the 2üth of Eebruary, 
1S32 

820 Clerks and porters ,.,**■! 

3S Printers and engravers * « . * >£211,903 10 10 

82 Clerks and porters at the branches J 

Ü40 Average 225/- cach* 

Amount of pensions paid in the samc pernod, 193 pensioners, average 
161/* each, 31,213/* ISs. 11Æ 
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Securities .—In ail banks the clerks give sureties for 
thcîr integrity—usually twûj of 500/* each ; and in some 
banka these amounts are increased an accession to higlier 
offices. Of late years societies hâve been formée^ botli in 
En gland and Scotland, for the purpose of giving, on tbe 
part of clerks and others, the amoirnt of security required. 
These societies aliege that— 

<c Suretiship bv privâtc bondsmen is attended with varions inconve- 
nïeuces and objections ; instances liave constantly occurred in whicîi 
persons of the highest respectabilité Lave been obliged to forego vaiuable 
appoint ment s, from eitLer tbe great difficulty of obtainiiig security, or a 
répugnance to place tlieir relatives or friends and tbe ms cives under the 
obligations involved therein. The society undertakes, on tbe annual 
payaient of a small sum, to make good in case of defanlt by frand or 
dishonesty any losses whick may be sustained to an amount specificalJy 
agreed upon, and by snob mcans obviâtes tbe nécessity for private sure- 
lies, as n ell as tbe obligations arising therefrom, which often prove as 
préjudiciai to the b est interests of employer® as to tlie party seeldng 
guarantee.” 

ïf The association offers to the publie the followîng advantages 

“ To tbe employcd,—It obviâtes tbe diiïïculty of obtaining tbe rcqui- 
site securities for personal integrity, whicli Las often placed an insuperable 
barrier in the way of many persons of the Lighest cbaracter and ability ; 
it abords faeilities to those in pur suit of employaient, and relief from the 
embarrassaient attendant upon asking, with tbe imcertainty of obtaining, 
private suretîship ; and removes tbat weigbt of obligation and diseomfort 
which sncli engagements necessarily impose. 

" To the employer.—The ample capital of the association, with tbe 
power and supervision lodged in the Board of T rade, renders fhe policy 
of the company mue b more vaiuable tban tbat of any individual, inasmuch 
as it is not liable either to doubt or dépréciation. In large establish¬ 
ments, botli public and private, where the securities are numerous, and 
tbe sureties often résident in many different parts of tbe country, and 
known only by repute, it beeomes nearly impossible to watch over their 
continuel existence and solvency ; and cases of default bave frequenfly 
ocenrred when, upon investigation, it Las been found thàfc ail the sureties 
bave been dcad for many years.” 

if Tbe rates are from 10s. per centum per annum and up’vvards, (ac¬ 
cord ing to tbe nature of the employment,) on the amount of security 
required. 

"'No charge is made for stamp duty excep t in spécial cases ■ the usual 
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legal expansés of surety bonds will tlierefore be entircly avoided by per- 
sons who enter on tlieir respective dutics under the guarantee of tliis 
society. 

ft A réduction is niade in the premium on the sixth animal payment.” 
The Lords of the Treasury, and a great màny bankujg 
companieSj liave accepted tlie guarantce of these socicties. 

A new society lias recently been forme ch cntitled S( The 
United Guarantee and Life Assurance Company/' tlie 
object of which is to grant poli ci es for h délit y of trust, 
combined with policies of assurance on life, or with de- 
ferred annuities or endowments. The following are ex- 
tracts from the prospectus :— 

te Public guarantee and life assurance are in prïnciple and practice so 
closely assixnilated, that tbey may be falrly recognised as the relative 
accompamments of cach other, and tlieir spécifié advantages are here 
mutually presented to tlie public at a considérable réduction of pre¬ 
mium, 

" In order to provide agaiust the numerous cases of hardship and 
constant nncertainty to which private bondsmen are exposed, the direc* 
tors confidently recommend the combined application of the two pria- 
ciples to ail classes who nmy be called npon to assume the risk, or who 
may stand in need of it from other s, 

" The superiority of the policies of a public company lias, in consé¬ 
quence of the serions basés which bave arisenfrom decayed or dépréciât ed 
surcties, indneed the heads of public institutions and private mercantile 
firms to require those engaged in tlieir service to provide the guarantee 
of a public company, in lieu of, and in préférence to, that of private indi- 
viduals. How ïiuieh more valnable musi that surety bccome when 
strcngtkcned and additionally seenred hy the contingent pcisonal interest 
(Incrcasing ycarly in value) of assurance on life ? 

“ The life policies tlius issued, payable citlicr at a given âge, say 50, 
55, 60, and 65,—or at dcath, should that eveut take place before,—or for 
the whole tcrm of life,—and the déferred annuities, so granted in conjmic¬ 
tion with the Melity policies, will, iu the eveut of brcach of trust, be 
cancelled, and the premium s pakl thereon forfeited, Tins, however, can 
only oceur by a voluntary act of tlie assnred thcmselvcs, and will not in 
an y other respect affect the value of the life policies or annuities, 

ff Particular attention is requested to tins systém of grantîng defeired 
annuities, in eonjunction with policies for the fi délit y of the an imitants ; 
by which it will be seen that, npon paying a moderate sum annually to 
this company, any young man of approved character inay secure, in addh 
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tion to a policy for Lis fidelity, a certain provision of 60/. per annum for 
f lie remaînder of Lis life 3 eommcncing at the âge of 50 or ujpwards. 

“ ïo the provident among that numerous ckss of persans who cilher 
hold or are secking situations of trust and responsibilifcy, this company 
offers the most complète substitutc for pensions in old âge, winch may 
tiras he seenred by the assure d thcmsclves. 

K The value of tins union of the two pimèipîes will he extended to 
parties who desire surety policies, and who se health may not be sufii- 
cicntly sound to render their lives insurahle at the ordinary rates j and 
who may endow a child to reçoive, say 100/. upon attaining the âge of 
SI, a plan whicli will bc found pre-eminently advantageous to thosé 
engage d in occupations of trust, and of lirai ted income. 

" It will be manifestly apparent tliat the risks Unis combiued will 
render the surety polieics so grauted infinitely préférable to those pro- 
vided by private sureties and other guarantee companies ; and that they 
hold ont to the employers increased seeurifcy, by making the assured 
speeially interested in their own good eondnet ; and to the employed or 
assured, they ensure a greater share of confidence from their employers, 
and indcpcndcnce to theniselves, ikan nnder the common form of policy, 
and they arc relie ved in a great degree from paying for the dishonesty of 
others. 

“ Shonld the assurée! at any time wish to discontinue the surety policy, 
the life poliey will not be afEected thereby, but will romain in force upon 
payment theuccforth of an animal premium to be speeially calculâted. 

“ To persons whose lives are assured in this company, and who may, 
at any future time, require policies for their fidelity, the directers will be 
prepared to grant the saine, in conformity with the régulations of the 
company, on the payment of a modérâte addition to tlic premium charge^ 
able on the fife policies alone.” 

The daims of the society are farfcher set forth in a 
pamphlet on Public Guarantee and Private Suretiship/ J 
published by its Secretary, Mr* James Knjght* 

In the year 1841 the Bank of Engl and took measures 
for discontinuing the System of rcquirmg sureties from 
the clerks* Every clerk sub scribe d ammally two shillings 
per cent, upon the amount of liis surety-bond* When lie 
b ad snBscribed in tbe course of fivc year s (or iramediately 
if he chose) j ten shillings per cent*, the liability of his 
sureties ceased. Every new clerk subscribes, when ad¬ 
mit ter], ten shillings per cenh on the amount of the bond 
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lie wûfüld otherwise give. Tliese contributions are invcsted 
in the Three per Cent. R e du ce ch or Consola, Tïiis fund is 
fixed at 6,0001 stock, Wlicn at tliis amount, the interest 
is given to the ff Clerks* WidoW Fund," a fund established 
by the clerkSj witli the assistance and support of the barde, 
When the daims bave reduced the guarantee fund below 
6,000/. tlic interest gocs to this fund until it lias increased 
to tliis amount. If the daims rcduce the fund so leur as 
4,7001 then tlie clerks are required to make a further 
contribution until the fund is a gain raised to 6,000/. But 
tliis contribution is never more than two shillings per cent, 
per annum on the amount of theiï respective bonds, Nor 
can any daim be brouglit against the fund greater than 
the amount of the bond that would bave been required 
from the défaut ter, The clerks still givc their pcrsonal 
bonds, which are for thé full amount of their deficiendes. 
This is an admirable plan for a large establishment. In 
adopting it the directors hâve shown a sound discrétion, 
as it makes ail the clerks interested in watcliing over one 
another, Àt the sanie time, they hâve manifested that 
kindoess and goodwill whieh hâve, we bdieve, at ail times 
distinguislied the Directors of the Bank of En gland in 
their conduct towards their clerks. 

V, The System of Promotion, 

It need hardly be observed that somc posts in a bank 
are more important than ottiers, and it is always désirable 
that the most de ver ni eu should oecupy the most im¬ 
portant posts, This object is désirable, but how is it to 
be attained ? 

The tliree main divisions of eniployment in a London 
bank are — the cash î ers* department—the accoimtanPs 
department—and tlie telleiV, or ont-do or department. 
Ail the clerks enter in tlie first instance in the tellers* 
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department, and their first duties comprise the collection 
of tlie pay ment of bills, The senior tellers are occupied 
within doors in varions duties connecte d with the ont-do or 
operations. Erom tins department., as vacancies occnr, the 
clerks are promoted to higlier posts in either the cashiers* 
or the accountant^s department.* 

The Cashiers' Department .—The eashiers of a bank 
stand at the counter, and attend to the public. These 
ofïicers, in Scotland, are called tellers; but in Scotland 
their duties are less important, as tellers pay no chèques 
until tliey hâve been xnarked by the accountant, who is 
their superior officer. We should forin a very inadéquate 
idca of a cashier in a London bank if we considered 
hira only as a mere counter of money. Quickness in 
countiûg money is" indeed one very necessary qualifica¬ 
tion, Eut hesides tins he should hâve such a mental 
organisation that lie can recollect thé general average of 
cach eustorner 5 s balance, so as to be able to pay their 
chèques without a too-frequent référence to the lcrlgcr- 
lteeper. Ile should also possess a quickness of eye in 
detecting forge d signatures—a self-possession, so as to he 
eool and collecte cl when the counter is tlironged with 
people—a conimand of temper, so as not to be irritated by 
uudeserved reproach—and not only a general courte sy 
of manner towards the public, but a pcculiar urbanity 
towards the customers of the bank, with a readiness and 
an anxiety to promote their convenicnce in auy matter on 
which they may require information or advice. In fact, 
it may justly be said, tiiat there is no class of clerlcs on 
which the réputation of a bank with the public so much 

* It is of course only m largo batiks, where there is nceessarily a great 
subdivision of labour, tbat thèse ibree dcpavtments exist in à separat c 
form. In sm aller bank s, though the duties are tbe samo, y et one clerk may, 
in one day, perform duties beiûnging to each of the three departments. 
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dépends as on the easlii ers. And liencej in London bank s, 
tliose clerks who are deemed tire quickest, the most ablc, 
and the most gentlemauly, arc usually promoted to tins 
office. 

The Accomitanfs Department refers to the keeping of 
the books and the acconnts. The main qualifications foi 
the clerks in this départaient are—good liand-writing, 
accuracy in figures, and mcthod in the arrangement of 
their work. Slowness is no positive disqualification, 
provided it be associatcd, as it oftcn is, with application 
and persévérance. An accountant is not compelled to do 
any given quantity of work within a given time. By 
a proper arrangement of his duties lie can usnally eon- 
trive to keep himself pretty eqnally employed dnring 
tlie wliole of the day, and on husy occasions lie can per¬ 
forai what remains in the evening, after the honrs of 
public business. A steady persévérance is of tbe first 
importance. But we must distinguish between tliose 
qualitics required in the clerks of the accountant 5 s depart- 
inent, and tliose required in the accountant himself. 

The cliief accountant in a bank is not a merc book- 
keeper. It is one thing to keep a set of books previously 
prepared and arranged, and anotlier to frame a set of 
books, or a new System of book-keeping, adapted for any 
operation that is proposed to be carried on. In the latter 
case, mental powers are required that are by no means 
common. And even where a System is established, tlie 
cliief accountant of a bank will oftcn liave occasion to 
consider the best ivay of passing certain transactions 
tbrougli the books—of framing abstracts of operations 
whicli the books may not immediately suppïy—of making 
difficult calculations, and of examining lengtby and com- 
plicated arc omit s, and exhibiting them with clearness and 
brevity. A good System of book-keeping, and a clear- 
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headetl accomitant, wonld bave prcvented many a bank 
from stopping payment. 

Froni this Etalement of the qualifications of cashiers 
and acconntantSj it will appear that most clerks will be 
more fit te d for one office tlian the otlier, and it is désirable 
that eaeh elerk sbould bc placed in the départ ment for 
which lie is beat adapted» Wliere tliere is no peculiar 
adaptation^ and where tbere is no marked différence 
among tlie clerks^ tlie promotion sbould go according to 
seniority—not seniority in regard to âge, but seniority ac¬ 
cording to the time they bave been in the bank. But it mil 
often happeiq not only in the first, but also in subséquent 
stcps of advancement, that the elerk who is entitled to a 
vacant post by lengtk of service, is not so wcll qualified 
for it as sonie of liis juniors. But even in this case, the 
individual sbould not be passed over, if lie can perforai 
the duties vvitli an average degree of efficiency. Sbould 
liej however, be wholly nuquaHhed, or fall below medi- 
ocrity in bis qualifications for the office, tbere sbould be no 
hésitation in promoting over him some other elerk better 
adapted for tlie office, As, hqwever, ail sucli cases will 
givc rise to some suspicion of favouritism, and as tbe party 
wbo is passed over is sure to tkïnk bimself unfairly treated, 
it is désirable that the elerk thus promoted sbould possess 
such a marked superiority over tbe other, that no doubt 
can exist of the justice and propriety of the arrangement. 
On this subject, we again quote Mr. Taylor's Statesman :— 

tr The daims of promotion arc twofold Eirst, ment ; second, lengtli 
of service. And tlie difîteulties to be considered arc tliose which arise 
when thèse daims clash ; that is, when tlie most mer itérions ofïïccr is 
not be whû bas served the longesk And, having regard to the large 
public interests and the deep individual concermnents witli which they 
deal, it may be stated broadly as a general iule, that ment, or in other 
Word s, in dust lions ability, shonld be the onc cssciitial considéra tien t o 
be regarded in their promotion. But the question thon arises, TYill 
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the jndgc bo always incorruptible and inf&llible ? And if not, how arc 
injustice, favouritism, and abusive promotion to bc guarded against ? 
The answer, as I eoneeive, is, that there can be no perfect protection 
against these cviîs i that the principle, (like most other principles,) 
résolves iisclf into a matter of degree ; and that the protection wiU be 
adéquate in the main, if the ruk of preferment by ment, as against 
seniority, be applied only where there is a marked distinction of ment. 
L’or there are divers securlties, each of whieh may bc more or lésa leant 
upon, the aggregate of whieh will afford in the main ail but a certain 
rcüancc, where the distinction of merit is marked. Xf motives of favour- 
ilism be at work, the most ablc and useful offioer will at ail events havo 
a fair chance of being the favouvite. But if he labour under some defect 
(as unsiglitlincss, ill manners, &c.) which, without impairing Ms pubhc 
utility, tends to throw hlm out of favour, h.e will nevertheless bave that 
hold upon tlic self-interest of bis principal, wliicb lie wants upon Lis 
goodwilb Eurtber, of this intelleetiml order of men, there will kardly 
ever bc ten brought togetkcr, of whom Que will not bave a genemlhj- 
aohmwledged superiority to the rest. Eveil the vanities of men make 
them just as umpires \ and he who cannot prétend to postpone niue 
otbers to himself, will not consent to postpone him self to any but the 
best of the nine. It will be fourni, then, that a man’s réputation amougst 
bis fellows in an office will seldom fail to be according to kis deserts, and 
that where the superiority is marked, the award of commoii repute will 
be botk jnst and décisive ; and being so, it will rarely happen that the 
patron will be induced by any motive of favouritism to brave the rcproach 
of disregarding it. In short, it is the nature of industrious ability, act- 
ing tbrongh varions methods and upon varions motives, to vindicate its 
own daims under any System in whieh those daims are recogmscd ; and 
the System whieh si)ail confonn to this natural fendeney, and be so 
framed as to légitimâte the rising of what is buûyant, will be fouud to 
work the best. 

« There is, however, a certain moderating hand to be applied, even in 
the preferment of merit. Except in urgent and peculiar cases, in cases 
of extrême necessity on the part of the service, or extraordmary endow- 
ments—and charactcr also—on that of the mdividual, preferment should 
proceed, as Lord Bacon t each es, c per gradus, non per salttisd Lor, 
bcsides the ordinary cvüs attendant upon sudden élévations, it should be 
observed that the hope, and not thé fact, of advauccmcnt is the spur to 
iudustry ; and that by a large dispensation of reward at once, whieh 
cannot be followed by bke rewards iu future, the patron sinks bis capital 
and fore st ails that revenue of reward whieh sliould furnisk him with 
resources of indueement throngb successive years. Morcover, if a man 
be advanced largely at once, there will not only be little rpom left for bis 


















ON BANKING. 


255 


fuit,lier promotion, but thaï Utile room will seem less when measured upon 
tlie seule te whieli lus ambition will now expand iteclf ■ for hc who lias 
advanced by a stride, will not bc content to advauce afterwrds by steps.” 

VI. The Rules of Discipline* 

As the discipline of the office must dépend ver y mu cl i 
upon tlie chief elerk, a description of lus duties will de- 
sçribe many of the duties of tlie otlier elerks. 

The office of chief elerk requires qualifications of no 
ordinary kind. It need liardly be said that he should 
possess a thorough knowledge of the business of the office. 
He ouglit also to possess certain moral qualifications, such 
as a command of temper, a love of order and régulant y, 
a rigid adhérence to discipline, aceompanied by ldndness of 
disposition and of manners towards bis colle a gués, a gen- 
tlemanly and courte ou s dénie an our, and, aboyé ail, he will 
he expeeted to exemplify in liis own conduet thosc prccepts 
it may bc corne bis duty to ineulcate upon otliers. 

The following arc tho principal duties of a chief elerk 

To see that the clerks corne at proper time in the morn- 
ing, are not absent unnecessarily during the day, and that 
they do not Icave the bank at night until they bave finished 
their work*—To see, hy oeeasional inspection, that ail the 
books of the office are kept in a proper manner, and 
wherc hc finds this not to be the case, to give such in¬ 
structions and admonitions as the circumstances may 
require.—To see that during the day the counter is pro- 
perly appointed, and that no delay takes place in attending 
to the wants of the public. Por this purpose it is dé¬ 
sirable that liis desk should be so placed as to command a 
view of the counter,—To see, by oeeasional inspection, 
that tlie customeiV books are written np in a proper 
manner, and in case of comphiint, lie will pcrsonally in- 
vestigate the matter, and explain it to the customcr.—To 
see, early in the morning, that tlxc balance was correct 
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on the preceding night, and when other wise, lie will lnm- 
self attend on tïic second or tliird evening, and direct that 
proper means be employed to discover the différence.—To 
eount, at sucli limes as may be décrued proper, the money 
of the several eashiers, and when necessary to report 
thereon to the Banker.—To see that ail the officers of 
the hank conduct themselves towards cach other and the 
public in a courteous and gentlemanly manner, and to 
maintain thronghout the office a proper state of discipline 
and subordination,—“To fake charge of the stationery 
and other matters used in the office, and to prevent 
any loss or waste of any portion of the property of the 
bank, 

Bcsides the points of discipline hinted at in the aboyé 
description, there are others that may rcquire more par¬ 
ti eular notice, as 

Punctualiiy of Atiendance .—To ensure punctuality of 
at tendance in the morning, sonie banks adopt the practice 
of keeping a bock, in which every clerk writes his name 
on his arrivai, and when the time bas expired, a line is 
drawn, whieh shows who bas arrived in time and wlio bas 
amved late. 

Punctuality of attend an ce is an index of character. 
Tt may fairly he inferred tliat those who are tlie most 
punctual in the morning will he most attentive to their 
duties during the day, that they h ave forme d the most 
regular habits, and arc, eonsequently, the most deserving of 
promotion, Those, too, who are the most punctual are 
the most deserving of occasional holidays. They who 
are habitually late must be regard ed as ha vin g c ho s en to 
take their holidays by piecemeal each day, and they eau, 
therefore, bave no claim to other holidays besides. In 
ail applications for promotion or leave of absence, it 
is deserving of mqniry, whether the party is usualïy 
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pmictual in his attendance, With regard to absence from 
illness, it cannot be supposée! for a moment tint an y 
clerk woukl prétend to be ill when lie is not so, in order 
to baye an excuse for absenting bimself from tbe bank. 
Ab act of this kind would show su ch a want of pcrsonal 
hononr as sbould be a disqualification for holding auy 
office in a bank, 

ff Few things occasion more dissatisfaction and aimoy- 
ance to tke superiors in a bank than the absence of clcrks 
on every sliglit attack of illncss, Unless a clerk feels 
bimself quite unablc to perform bis dutïes, it is very in- 
judicious for/him to absent bimself, It interfères with 
bis promotion, for liis superiors will be relu étant to 
advance him to any post where bis absence would be 
more inconvénient than wliilc lie is engaged in an inferior 
situation. In addition to this, the superior in tbe office 
may attribute the attack of f bile J or £ indigestion J to tbe 
indulgence of a convivial taste, winch it will be well for a 
clerk to avokl obtaining a charac ter for, Ând ; uncler any 
circumstancesj a man who continues at lus post as long 
as he is able, will stand much bigher in tbe estimation of 
those witb whom lie is engaged than be who for s ak es liis 
dutios on every trivial occasion,”* 

À clerk should take care of his own health, We think 
it is better for Mm to stand than to sit at his work, His 
desk should be raiscd to such a height that lie can do this 
without stooping. Ile. should at ail times avoid pressing 
his ch est a.gainst the edge of the desk, as that may pro- 
duee seiious com plaint s. The post most friendly to health 
is that of casliicr, He is generally standing; bis atten¬ 
tion and mental faculties are in more constant activity, 
and. he is ohliged to talk, whieh is usefnl to tbe limgs, It 

* The Bankeks Clerk, p, 151, an excellent Utile work, published as 
one of the sériés in the “ Guide to Service/’ by Mr. Charles Knight. 

S 
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may be doubted whether the exercise of tlxc inteliectual 
faculties, when not carricd to excess nor attended with 
anxiety, is ever injnrious to Health. Those mental opera¬ 
tions winch are conneeted with the office of a bank clerk 
are in themselves bénéficiai. It is tlie confinement, tlie 
impure air, and the keeping of tlie body too long in one 
posture, that affects tlie health. Ilence, clerk s should 
live at a distance from the bank, and walk to and fro. If 
they résidé at the bank, they should take exercise in the 
open air, either in the morning or the evening. When 
the weafher is b ad, they can walk up and down the room, 
with the Windows open. Àny kind of amusement that 
should throw the body into a varicty of attitudes, would 
be useful. Singing is friendly to health, if not carried 
to excess, nor practised in confined or erowded apart- 
ments. Boating, in modération, is servieeable. Garden- 
ing is highly beneficiaL A clerk who wishes to enjoy 
good health shonld never keep late hours, nor get into 
debt, nor gamble in the funds. Ile should also hâve a 
hobby, that is, some kind of fixed amusement to employ 
his time w T hen absent from the bank, in order to change 
the current of his thoughts, and to counteract those evils 
that sometimes arise from a monotony of occupation. If 
this hobby shonld be of a kind to be useful or instructive 
as welî as récréative, ail the better, The great disease 
against which he should guard is consumption. He will 
be more subjeet to this in youtK than in more advanced 
âge. And it bas been remarked that healthy young men, 
fresh from the country, when appointed clerks, bave bccome 
more susceptible of consomption than les s robust persons 
who bave been seasoned by a résidence in London, 

The Bank of England liave a medical gentleman who 
attends at the bank one liour every day. Ile is employé d 
by the directors upon matters conneeted with the health 
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of their clerks. Every clerk when appointed, îs examined, 
to ascertain that he is in good Health* If lie applies for 
leave of absence on the ground of ill Health, he undergoes 
a medical cxamination. If absent froni illness, he is visitèd 
by tke bank surgeon, who reports to the dîrectors upon the 
nature of his complaint, and its probable duration. If a 
clerk compiains that his employaient is injurions to his 
healtli, he is examined, and in somc cases his employaient 
is changed. If lie applies for a pension on account of âge 
or illness, he is also examined* In cach of thèse cases a 
formai medical report is drawn up, and laid before the 
direetors. The présent surgeon is Mr, Alfred Smee, E.ïLS., 
of Finsbury Circus, a son of the chief accountant of the 
bank. It is not his duty to prescribe for the clerks ; but 
in the case of the porters or messengers, he aets as their 
medical attendant, and is paid by the bank. 

It is worthy of inquiry, whether this excellent arrange¬ 
ment might not he extended, and adopted by other 
banking institutions, Why sîionld not every large com¬ 
pany give a fixed salary to a medical man to attend to the 
Health of ail their clerks ? This would often be useful in 
preventing illness, or in checking its first approaches. It 
wonld tlius preelude, in some cases, those inconveniences 
winch are now felt througli the absence of sick clerks ; 
while it would be a boon to the establishment, and save 
them what, in some instances, must he a heavy item of 
expense* 

Holidays ,—It is désirable, on several account s, that ail 
the offieers of a bank, and espeeially those who are 
entrusted with cash or other property, should once a 
year bave leave of absence for at least a week or a 
fortnight. This should not even be optional—it ought to 
he a fixed rule with which they should be expected to 
comply, The se absences should be arranged to take 

s2 
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place at those s casons of the year when they will hc 
of the least inconvenience to the business of the bank, 
These holidays ought to be readily granted on the ground 
of kindness and humanity ; but where these feelings do 
not exista motives of self-interest alone wouLÜ prompt a 
ready acquiescence in such applications. In the first 
place, a great inconvenience is often experieneed in large 
establishments from the illness of the clerks when they 
arc dénié d proper s casons of relaxation. In this case, the 
loss of time from ill heaïth is greater than that which 
would be occasioned by holidays. À sick clerk, even 
when he attends to Ms duties, is neither so quick, nor so 
correctj nor can lie get throngh so rmicli work, as a clerk 
who, by proper rc créât ion, lias been kept in perte et béait h» 
Thèse occasional holidays tend very much to improve the 
efficieney of an office. When a clerk is absent, the next 
in seniority takes bis place ; and when ail the clerks hâve 
been absent in turn, every dnty in the bank becomes per- 
feetly familier to at least two persons, so that in the 
case of those absences wMcli anse from imavoidable 
causes, little inconvenience comparative!^ is felt. But 
while the bank is thus rendered independent of any one 
individu al, it mnst not be supposed that the absence 
of a clerk lessens the importance attacheel to lus services* 
When a clerk is reallv efficient, an occasional absence 
renders bis value more apparent, and increases the 
estimate formed of his dharacter. While the indulgence 
he lias réceived will stimulâte his énergies and increase 
his desire to render himself more than ever useful to his 
prineipals, 

Anothcr advantage to a banking establishment from 
the absence of their clerks is, that it furnishes an addi¬ 
tion al guarantee for their honesiy. We hâve known 
instances of frauds being carricd on for several ÿears by 
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clerks who were constant in their at tendance, while a 
single day ? s absence would necessarily liave lcd to a dé¬ 
tection of their dishonesty. When a elerk takes bis holi- 
daySj ail the property under liis earc is given over into 
other h and s j and the knowledge that lie will lie called 
upon to do tliis periodically, may dcter Mm in tlie fïrst 
instance from commencing a career whieîi niust tlms be 
necessarily exposed. 

The following is stated in a City Article of tlie Times 
to be the arrangement of tlie Bank of En gland on tins 
subject :—* 

u It is not general ly known that the Bank of England bave reccntly 
entercd into an arrangement by whieli ail the persons on the establish¬ 
ment are allowed leave of absence once every year, the holiday vaiying in 
lengtli according to tlie length of service. To carry ont this plan, tlie 
whole number of persons is divided into four portions, and eacli of Ibese 
four portions takes the vacation in one of the four periods of the year 
tbat foliow tlie payaient of the dividende, and précédé the shnttingj thèse 
being the periods in wliieh the loast business is donc. So complété is 
the System, that fhe parties who take their holiday iu the spring quarter 
one year, take it in the summer quarter in the year following, and so on 
througk ail the four, that one may not kave an unfaîr advantage over tlie 
other. The shortest holiday, we nnderstand, is about nine days, and the 
longest about three weeks. ,J 

Cmtomers* Books *—It should be a great object with 
the chief elerk to see that tlie custoniers* books are 
written up correctly and neatly, in a good hand-writing., 
and frec from blots or erasures. These are the only 
books that go out of the bank, and tberefore they are the 
chief means by wMch the eustomers can judge as to the 
manner in wliieh the business of the office is conducted. 
It is not advisable tbat tlie writïng up of these books 
should be left to the junior clerks* They should be 
placed in the hands of clerks of some standing. The 
samc book should always be written up by the same elerk ; 
and when it can be so' managed, tlie crédit and débit si de 
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should both be in the sanie liand-writing, One of the bcst 
WTitcrs in the office should be appointed to tbis post^ and 
bis salary should be proportionate to its importance, 

It is tbe practice of ail bankers to let tbe customers 3 
book be a copy of tbe ledger with tbe sides reversed, 
Thus tbe crédit side of the ledger is tbe débit side of tbe 
eustomers 3 book. Tbe reas on assigne d for tbis is A tbat 
tbe ledger is the banker’s account against lus customer, 
and the book is tbe customeris accoimt against the 
banker, Ifence the customeiv when lie looks at bis book, 
bas at bis left hand tlic sums with wbich be bas debited 
bis banker, and at bis rigbt the sums which are to the 
banker 3 s crédit. 

Caskiefs Defictencies ,—It cannot be expected tbat a 
casbier can receive and pay away money for a whole y car, 
and y et never make any mistakes. Soxne dcficicncies will 
be sure to arise. Eacb casbier is considered iiable to 
make good bis own loss, But, to meet tbese deficiencies, 
some banks allow to eacb casbier a certain sum—say 20/. or 
30/, per annnm—which is callcd risk-money. Otbers pay 
such debciencies as may arise dnring tbe y car, giving an 
admonition to any casbier wbose dehciencies are unsually 
large, Superior accuracy in tbis respeet is also cou- 
sidored as one test of superior merit, and tberefore as 
forming one claim to promotion, Wben a casbier takes 
bis bolidaySj he delivers up bis cash to tbe chief clerk, 
wbo connts it, and sees tbat it is correct, and tben de- 
Hvers it to the clerk wbo is to act for the casbier, wbo 
signs an aeknowledgment in the money-book tbat be bas 
received tbe rigbt amoniit. The casbier, on bis return, 
will make a similar entry. It is said to be tbe practice in 
some establishments for tbe chief clerk to count tbe cash 
of ail tbe cashiers every Saturday nigbt. But when, from 
tbe extent of tbe business, tbis cannot be done, be connts 
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the cash of each cashier individuallÿ, at such times as may 
be most conveuient to himself, giving the cashier no pre- 
vious notice of his intention to do so. lie immcdiately 
reports totlie banker any deficiency he may discover. In 
ail banks it is understood that the cashier is not allüAved 
to apply any part of the bank money, even temporarüy* 
to his privâtc use* nor to lend any sum* however small* 
to the other clcrks* upon their LO.TLs* or other engage¬ 
ment. Âny violation of tins rule* thongh with no fraudu- 
lcnt intention* is considered a suffi dent groirnd for instant 
dismis s ah 

Gambling in the Funds, or in Shares .—Some banks 
roakc it a rule to dismiss any clerk that is found to be 
engaged in transactions of tliis kind, The evil eftects of 
such practices are very great. Spéculative engagements 
ivill necessarily distract their minds* and draw their at¬ 
tention from their official duties. If unfortunate* their 
Personal comforts may be diminished: they may incur 
debts that will require years of saving to liquidâtes or 
thev may he tempted to actions which avouM min them- 
selves and disgrâce their familles. 

VIL The Training of Clerks for ïngher Offices. 

Whatever natural talents a yonng man may hâve wJhen 
he enters a bank* he cannot be cxpected to perform his 
dutics well until lie bas been instmeted. There is a good 
way and a bad way* a quick Avay and a slow way* of perform- 
ing even the most simple operation. Incorrect or slovenly 
habits* \v h en once acquired* are not easily abandoned. 
When* therefore* a young man enters a bank* he should 
bc placed under the tuition of another clerk* wcll qualified 
to instmet him Avith regard to ail his immédiate dnties. 
It is also désirable that the cliief clerk should not hâve 
mnch manual labour* but should hâve leisure to Avalk 







4 PRACTICAL TKKATISE 


264 

round the office—stand for awhile at the elbow of eacli 
clerk—observe his peculiar defccts—and give suck in¬ 
structions as lie may deem ne ces s ar y or use fui. The 
senior clerks, generally, shonld also be ready at ail limes 
cheerfully and court cously to give instruction to their 
juniors* 

There are many ways of ascertaining the relative 
merits of a clerk, There is one obvions way ; that is, to 
inspect the hooks which he keeps, It can readily he seen 
if they are kept in a good and neat h and—if there are 
any blots or erasurcs — and if they indicate any grcat 
degree of carolessness or otherwise. Quickness is gene- 
rally an evidence ôf cleverness, A clerk who can count 
notes very fast, or who can cast np a long column of 
figures very quickly, and yet accurately, is generally a 
clever man. Quickness of h and dénotés quickness of 
head, and it will generally he found that these two kinds 
of quickness go togetker. We do not say that tliis mecha- 
nical quickness of head proves soundness of judgment, 
but neither does it prove the reverse* In a clerk it is a 
decided recommendation, 

Anotlier test of the cleverness of a clerk is, the opinion 
forme d of Mm ky his fellow-clerks, When men associate 
together day after day for a nurnber of years, both their 
excellences and their defects keeome known to each 
other, and eacli man falls into the position to which liis 
qualifies entitle liim. The opinion which any one clerk 
expresses of the relative merits of tlie other clerks will 
generally he correct, when liis own interest is not con- 
eerned. The opinion he may express will, in faet, he the 
opinion of tlie office, formed not only on his own expé¬ 
rience, but also on the expérience of ail the other clerks, 

The report of the ckïef clerk will generally express tins 
united opinion of the office. But it is well for a banker to 
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keep li im self well acquai nted, at ail tira es, with the senti¬ 
ments generally entertained by tlie chief clerk respecting 
the other elerks, and not ask his opinion merely when there 
is an opening for promotion. On those occasions feelings 
of kindness, or the reverse, may induce a chief clerk to 
speak of the part y in a soraewhat different tonc from that 
which lie would employ in ordinary times* 

With a view to the proper training of clerk s, it is dé¬ 
sirable that there should not be too many in proportion to 
the work. If the elerks are nnemploved for any considér¬ 
able portion of the day, their habits of attention, of 
industry, and of rpiickness are impaired, so that they do less 
work even in those hours in winch they are occupied. The 
dutics of each clerk should be suffi dent ly heavy to rcquirc 
a continuons application of the mind during the wliole of 
tlic worldng tours. ïf a banker find that the elerks hâve 
time to read books or newspapers, or to carry on eitlier 
gambols or quarrels ainong themsclves, during the liours 
of business, he may safely infer that lie lias too many 
hands. B y reducing the number lie will make each clerk 
more efficient, and the work will bc better donc. He 
will aïso he able to increase their salaries indîvidually, 
It is better that the same amount of money should be 
distributed among a smaller number of effective men than 
ainong a larger number who are less effective. Tlie 
amount of Christmas money reeeived by each will also 
be greater. 

For the purpose of training the elerks, it is désirable 
tliat their labours should be so subdivided as that the 
duties of one office should be a training for the office im¬ 
médiat: ely abové it. Tlie clerk, on his entrance into the 
bank, will thns bave to perform those operations tliat re- 
quire the least degrec of professional knowledge—of know¬ 
ledge peculiar fo the business of a bank—and will ad van ce 
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step by step, (eaeli stop requiring but a small addition to 
bis préviens knowledge,) to the liighcr posts, Wben it 
is ascertained for which department—the cashier’s or the 
accountant^s—the teller is best adapted, lie sbould be put 
înto tbat post the operations of wbich will form the best 
training for those dnties which, wben promot ccl, be wiü 
hâve to dis charge. 

The occasional absences of the clerks are conducive to 
their improvement, Tlxe juniors tbus learn to perform 
the dnties of their supeiiors, ^Nbw arrangements are 
formed temporarïly for a different division of labour., and, 
the h and s being fewer, an addition al stimulus is given to 
exertion. It is also useful, wben it eau be donc, for the 
clerks to change occasion ally, and do each otbei^s work, 
Every elerk sbould be encouraged to suggest any improve- 
ments for abridging or facilitating liis own labour. Wben 
a bank bas several branches, it is often advisable tbat an 
occasional absence at one bran ch sbould be supplied by a 
elerk brought from another braneh, A good inspector of 
branches will inspect the cashier J s and tlxe accountant J s 
department, as well as the managers; and wben be finds 
any improvement at one branck, be will introduce it into 
ail tlxe other branches. 

But the gréa test stimulus to improvement in the clerks 
is an impartial System of promotion, It is, perbaps, dé¬ 
sirable tbat instances sbould occnr sometimes, of a elerk, 
wlio is entitled to a higher post from seniority, being 
unfit to take it, in order to show tbat superior merit is 
regarded. But it should always be obvions tbat tlxe elerk 
who is promoted has superior merit. If a elerk is put 
over the bead of another from favouritism, or caprice, 
on the part of the banker—or from the influence of 
friends, customers, or sharebolders—or even for qualifies 
good in themselveSj but uot increasing bis effxciency as a 
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clepk_tlien will great cvils arise from bis appoint ment, 

e ven thqugh Le should Le as vrell qualifie il as the ni an wbo 
was cntitled to the post from seniority, 

Another effectuai means of training clerks is the tlaily 
balance* 

The books are balanced every night, before the clerks 
leave the bank, But mistakes will necessarily occur during 
the day, and to discover these will occupy a little time. 
The total amûunt of errer is called the différence and 
to endeavour to discover the error is called scarehing for 
the différence.” Those clerks who are thus employed in 
the evening are said to be ^upon the balance,” In large 
estabhshments it is usual to divide the whole body of clerks 
into classes, who take it in turn to be " upon the balance.” 
By this arrangement, ail those who are not Cf upon the 
balance” eau leave the bank as soon as their own work is 
donc, The smaller the numhcr of clerks on the balance, the 
better. Thus, in a bank of forty-two clerks, six woubl be 
suffirent to be on the balance. If a larger number—say 
Iwelve—were retained, the juniors would do nothing, or elsc 
they would be employed on the inferior books, from which 
they would learn notbing. But when only six are retained 
they must ail work, and, what is better still, they must ail 
think. They will ail acquire a thorough knowledge of the 
whole System of book-keeping, and be able to ascertain in 
what way error s in one book may eounteract error s in 
another book, and how the errors discovcred will bear 
upon u the différence,” In large establishments ahnost 
the only way in which a junior clerk can learn the whole 
System of book-keeping, is from hein g ff upon the balance,” 
Eut tins is an effectuai one, It also gives him an oppor- 
tunity of sliowing bis talents, S orne clerks arc far more 
quick in discovering the différence than otliers are ; and 
this quickness is generally a fair criterion of the general 
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talent of the party, The clerk who "skults” the balance 
ayoids the best mcans of improvement, and the best 
opportunity of showing his talents. But su eh persons 
hâve usually no talents to show, À clerk who acts in this 
way betrays a consciousness of being a fooh 

e hâve here spoken of that kind of training wliieh is 
adapted to the making of clever clerks, But as in t]ic 
joint-stock hanks a clerk may become a manager, it is 
désirable that thosc clerks who are deemed the rnost 
elever shouldi hc put nnder a conrse of training that will, 
with expérience, qualify them for that office. ït is, in 
seine respects, more dïfficult to do tins in a large esta¬ 
blishment than in a small one. In a hank that lias forty 
clerks, one clerk sees only a fortieth part of its operations. 
In a hank where there arc only ten clerks, one clerk sees 
a tenth part, and may easily acquire a tolérable know¬ 
ledge of the whole, À bank that lias many branches bas 
a great facility for training clerks to beeome managers, 
When a braneh manager is absent from illness, or any 
other cause, one of the senior clerks of that or some otlier 
brancli will take Iris place, and thus gradually lie corne 
accustomed to the duties of the office, 

The clerks thus selccted for tins kind of training should 
be young men who are quick and efficient in the diseharge 
of ail ikeir official duties, and, moreover, possess a good 
teinper, gentlemanly appearance and manners, a degrec 
of hterary information, with a desire of improving their 
knowledge and their talents, They should not be young 
men who bave entered the bank until they can get some- 
tbing botter, but those who look to banking as their 
profession, and arc ambitioüs of attaining to the kighest 
posts in the establishment. But beyond the qualifies we 
hâve enumerated, it is necessary, above ail things, thaf 
they should hâve habits of business. 
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« H abits of business is a pli rase whieh includes a varicty of qualités— 
indnstry, arrangement, calculation, prudence, punctuality, and perse ver- 
ance. And tlicse virtucs are exercised, not from the impulse of partiçular 
motives, but from habit: If y ou liear a man boast of being industrlous, 
y ou may safely iufer that lie does not possess tlie habit of industry, l'or 
what a man does from habit, bc does mcchanically, witliout thinking of 
the merit of Hs actions, thougb tbey may be kighiy meritorious. Habits 
of business arc essential to a mer chant. Eut thougb essciitial to a mar¬ 
chant, they are not pceuliar to Mm, Tbey are as ncccssary to a prof es- 
sionai man as to a marchant—as necessary to ladies as to gentlemen—as 
ncccssary for the governmcnt of a family as for tlie governmcnt of a com¬ 
mercial establishment. The greater the intellectual talents of the indi- 
vidual, the more necessary are habits of business to keep him steady in 
lus course, The more canvass he spreads, tlie more ballast hc requires. 
If we examine tlie bistory of those iffiistrious ebaraeters wbo bave ri s en 
to eminence as the masters, tlie legislators, or tlie instruetors of man- 
kînd, we sball fmd tbey bave bcen as mueh distinguished by tbeir habits 
of business as by tho superiority of tbeir intellect, Wliile, on the other 
band, wc could easily point ont, in every science and in every patli of 
life, sonie young men wbo, tliough of towering genius, bave bccome lost 
to t. hein sel vos, and liave disappointed tlie hop es of ail tbeir fri ends, 
tbrougb a want of habits of business. Tbey bave bnrst npon the world 
with more tlian noon-tide splendour, tbey bave attracted universal notice, 
tbey bavé excitcd big expectations, and snddenly they bave darted into 
an oblique course, and passed into oblivion.”^ 

ïf a clerk be intended to be tramed for a manager, it 
may be qtiestioned vdiefcher lie wOI be improved by re- 
maining a long time as a clerk* The two offices are very 
distinct, and they call into operation distinct qnalities and 
operations of nmd. À very old bankers clerk (uniess he 
lias bcen a cliief clerk) is gcncrally, from the very length 
of his service, disqualifie d for being a manager. Seven to 
ton years* expérience as a clerk is quite long enough, and 
after tbat period the sooner lie becomes a manager tlie 
botter, provided he bas the necessary qualifications. Even 
durmg that time lie should hâve been occasionally em- 
ployed in those operations that require the exercise of 
lus facnlties as a man of business, It lias often been 

* Lectures on Ancieut Commerce, by .7. W, Gilbart, p; 94, 
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saiclj that good servants mate b ad masters. If tins be 
true, it is probably the reault of an intellectual more than 
a moral flefidency, A lengthened service causes tlic 
mental facnities to move in a routine from which tlxcy 
cannot be suddenly aroused into an attitude of indépend¬ 
ance, so as to be able to trace causes and effccts, to 
balance opposing considérations, and to engage in tliosc 
reasoning proeesscs which arc rcquîred by the exercise of 
authority, H en ce it is, that beforc a clerk is appointe d a 
manager, lie sîiould undergo soine kind of training, The 
best training for being a manager is that of being chief 
clerk, or of holding an équivalent post next to the man¬ 
ager, It mil necessarily follow tbat the holder of such a 
post will hâve occasionally to take the place of tbe man¬ 
ager, and the m aimer in winch he may then act will be a 
fair criterion by which to judge of his qualifications for 
that, or a similar situation, 

Am on g the means of training clerk s for super ior offices, 
we shonld give a high rank to the formation of a library 
of banking bocks, to which tbe whole of the establishment 
shoidd at ail times hâve access, The remarks we made in 
a letter, addresscd to the manager of a country bank, in 
Jhe year 1846, and which was afterwards published in the 
sixtli volume of the Bankers* Magazine , are, wc tliink, not 
inapplicable to this subject 

£i I wish you would advise your dire et ors to celebrate 
their success by sending to each of theîr branches monthly, 
a copy of tbe Bank ers* Magazine , It would be sent direct 
from London, tlie last day of the month, I believe, free of 
expensc ; and as the number of next month will commence 
a new volume, tbey could not begin at a better lime. I 
am sure this would be a profitable investirent of some 
portion of your surplus fonds, and would yîeld an ample 
return in the results aiising from the increased knowledge 
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and skilî of yonr managers. Hcre they WÜ1 learn points 
of law and of practice , with which they wcre previously 
imacqnaintoclj and be better prepared to deal with snch 
cases w lien tliey oc car in tlieir own expérience. It scems 
peciüiarly necessary that managers of branches, who îiavc 
not tlie opportunity of immediately Consulting witli any 
of the directors, sliould be supplie d by tlie bank with the 
means of obtaining this kind of information. Losses are 
sometimes in carre d by joint-stock bank s througli tbe want 
of knowledge of a little banking law on the part of tlieir 
principal officers. Tbe managers would not be tbe only 
gainers. The other officers of the branches would bave 
tlie opportunity of self-impro veinent ; and thus routine 
clerks might b écorné intelligent bank ers, and y ou would 
train in yonr own establishment a constant supply of able 
mcn to takc the places, when necessary, of the existing 
managers. It is one of the excellences of our System, 
tliat the junior clerks may look forward to being placed at 
the head of the establishment ; but this can only take 
place in tliose instances wherein the clerks endeavour to 
acqnire that professional and general knowledge whick is 
necessary in the présent day, in order to discharge the 
duties and maintam the position of a manager. Unless 
they do tins, tliose who arc now clerks will remain 
clerks as long as they live, and the next génération of 
managers will be taken from the more instructed classes 
of society. JJ 

The manager of a joint-stock bank in the midland 
couutieSj on whom we ealled last sommer, informed us 
that bis directors h ad recently voted 1001. towards the 
formation of a bank lihrary. To the directors of other 
banks we would say, a Go and do hkewise. JJ 

In training clerks for intellectual offices, it is advisable 
not to give them too many instructions with regard to 
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minute details, They sbould be taugbt to tliink for tbcrm 
salves* A man J s talents are never brougbt nut iintil lie 
is thrown, to somc cxtcnt, upon bis own re sources. If, in 
every difficulty, lie bas only to mil to bis principal, and 
tben implicitly obey tlic directions bc may reçoive, lie will 
never acquire that aptitude of perception, and tbat prompt- 
ness of decision, and tliat firmncss of purposc, whicb are 
essentially necessary to tbose who liold important and 
responsible offices. Young men who are backward in tbis 
respect sboulcl be entrusted at fîrst with somc inferior 
matters, witb permission to act according to tbeir discré¬ 
tion, If tbey act rightly, tbey sbould be commcndcd ; if 
otberwise, tbey sbould not be ccnsurcd, but instructed. 
A fear of ineurrmg censure—a dread of responsibility— 
bas a very depressing effect upon tbe exercise of the 
mental faculties, A certain degree of independent feeling 
is essential to the full development of tbe intellectuel 
cbaracter. It sbould be tbe objeet of a banker to encourage 
tbis feeling in bis superior officers, Tbose bankers wbo 
extend tbeir eommands to tbe minutest details of tbe 
office, exacting tbe most rigid obedience in matters tbe 
most trivial, liarshly eensuring tlicir clerks when they do 
wrong, and neVer commcnding tbem when tbey do right, 
may themselves be very clever men, but they do not go 
tbe way to get clever assistants, At tbe saine time, they 
exbaust tbeir own pbysical and mental powers by attend- 
ing to matters wbicb could be managed equally well by 
men of inferior talent, 

After a clerk bas be corne a manager, bis éducation bas 
y et to be corapleted. Lord Bacon observes, tbat reading 
makes a wise man ; writing, an exact man ; and conver¬ 
sation, a ready man. Wbatever knowledge be may bave 
acquired by reading or otherwise—however exact be may 
bave been in tlic discipline of tbe office—tbe yoimg 
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manager bas y et to b écorné a ready main He has to 
apply bis knowledge promptly and mdëpendently, and, 
at the same time, wisely, Tbis babit lie will acquire by 
time. Tbe exercise of autbority over otber men pro- 
duces an independence of mind whieh is friendly to the 
maturing of the undcrstanding ; wbile tbe ne ces si ty for 
giving immédiate decisions in conversation wifch bis cus- 
tomers will hâve a tendency to produce promptness of 
judgment* ïberc is no profession in whieh expérience 
is more uscful tban in banking. But it is useful, not 
so much in the amount of knowledge tbat is acquired, 
(tliongb tbat is important,) as in tbe improvement it 
imparts to tbose intellectual faculties winch are called 
hito exercise. It is by constant practice tbat tbese facili¬ 
tiez gather strength, Habits are formed by repeàfed acts, 
and tbey can be formed in no otber w ay. 

B e fore cl os in g tbis section on tlic administration of tbe 
office, we may observe tbat aithough tbe datiez of a ebief 
clerk are quite distinct from tbose of a banker, y et in 
srnall establishment s tbey are often per formed b y tbe same 
per son. In brandi banks, generally, the manager is hoth 
tlie hanker and the ebief clerk. But as tbe brandi in- 
créa s es, tbe manager will gradnalîy transfer to tbe second 
ofbcer tbe duties of tlie ebief clerk, and confine bis own 
attention to tbose of a banker. It is too nmch tbe prac¬ 
tice in En gland to view a bank manager as holding tbe 
same relative position in a joint-stock bank wbieb a ebief 
clerk does in a p rivât e bank. Tbis is an error. A man¬ 
ager is not a banker’s clerk—he is a banker, And 
althongh he may reserve sonie important cases for tbe 
considération of bis dire et or s, yet tbey are usually such 
cases as a private bnnker would reserve for consultation 
witb bis partners, or on whicli, liad he no partners, be 
would take time to form bis own détermination. 


T 






274 


A PÏIACTICAL TKEAT1SE 


It may also be observed, tliat altliough the govenv- 
ment of tlie office mil generally be left entîrely to the 
chief clerk, and it is not necessary tliat the banker should 
bc rnade acquaintcd svith ail the trivial delinquencics of 
the elerks, y et there are certain acts of misconduet 
that must always be reporte d, and when reported raust 
be dealt with by the banker himself, In a ivell-dis¬ 
cipline d establishment these cases wiU be rare, but they 
will occur sometimes, and then the mode of reproof or 
punishment will be régulâted by the kind of offence and 
the character of the party. Every act of dislionesty, 
however trifling the amount purloined, must be foliowcd 
by instant dismissal. Aets of deliberate disobedience 
to or d ers j gross disrespect to superior officers, or acts of 
hnmorality tliat woulcl bring discrédit on the bank, will 
generally be visited with the same punishment. But 
extreme punishment shonld be infficted only in extreme 
cases. Mere accidentai errôrs, though they may some- 
times occasion great loss, must not he treated in the same 
way as those faults which arise from gross neglect, or which 
imply a deficieney in pcrsonal hononr. It is generally a 
good rule, tliat a banker should not reprove a clerk in the 
presenee of the other elerks. By following this raie, lie 
can adapt bis reproofs to the eliaracter and position of the 
party. For a valuable clerk, even when rcally culpable, is 
not to be treated in precisely tlie same way as another 
whose services are of less importance. Nor is it any 
violation of justice, that those faults which arise from inad- 
vertencc should he viewed differently from those that arise 
from bad habits. N or will it tend to impair the discipline 
of the office should it be known that a good character will 
someûmes get a young man ont of a scrape, while he who 
had not that good character would be punished more 
sevcrely for a less important offence. Another raie to be 
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observed in administering rcproof is,—in reminding a clerk 
of liis defectsj ta commence witli telling hiin of bis ffood 
qualities. Tliere is a crédit as well as a débit side in every 
man J s cbaracter; and it sccras hardly fair to rim over ail 
the débit itcmSj and say notbing of tlie other side of tbe 
account. Tliis plan, toc* increascsj instead of dimitiisbing 
the pungency of tlie reproof, wbile it removes from tlie 
mind of tbe party any impression tbat tlie banker is in- 
fluenced by motives of Personal dislike. 
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SECTION XIL 


BANKING EGOK -KEEPIN G. 


t{ Althougïï the business of kceping books is extremely 
easy when once the accounts are properly arrangée!, yet 
the adaptation of the principle of double-entry to exten¬ 
sive and complicated transactions, so as to receive the full 
bencfit of the System, is a proeess wliieh requires the most 
complété knowledge, not only of the practice , but also of 
tlie science , of book-keeping / 5 

Book-keeping, like ail otlier arts, can only be mas- 
tered by industry, persévérance, and attention* Tlie 
learner must think for bimself, and endeavour to nnder- 
stand the why and wherefore of ail that he cio es, instcad 
of resting satisfied with vague notions and words devoid 
of sense/ J 

“ The study of book-keeping affords an excellent means 
of intellectual discipline ; that is, when its principle s are 
exliibited as well as their application* Wlien the reason- 
ing powers are called into exercise as well as the memory, 
the student who lias carefully attended to the instructions, 
and who is the master and not the slave of rules, will 
expérience no d ifïiculty in unravelling or adjusting any set 
of aceounts, liowever complicated or diversified,^* 


* Bouble-Eutry Elucidât ed, by B. F. Foster, 
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Wé hâve commenccd tliis section with these quo tâtions 
in order to quicken tlie attention of the reader to a sub- 
ject which b y those who do not miderstand it is con- 
sidered complicated, and bv tbose who do understand it 
is eonsidered doll. It is, in faet, néither tlie one nor the 
other. But still it is a sixbjcct on which it is difficult 
to pyrite in such a way as to avoid the possibility of b oing 
misuuderstood. We purpose in this section— 

I. To notice tliosc Preliminary Operations with whicli a 
yonng Book-keeper should hecome acquainted, 

II. To describe the system of Banking-booking as pub- 
lïshed in the former édition of this work. 

III, To statc those Improvements of which this System 

bas been found to be susceptible. 

IV, To trace the Resemblance hetween Banking Book- 

keeping and Mercantile Book-keeping. 

I* Preliminary Operations. 

Wfaen a yonng man entera a hank as a clerk, he should 
he instructed to be careful with regard to his liancU 
writingj or, in his anxiety to write fast, he may forget to 
write well. If lie write a bad hand, he should not be 
above taking a few lessons from a professer of penman- 
shipj who will teaeh him to write fast and well at the same 
time. But, however hadly he may write, lie should try 
to write plain, Plainness is of more conséquence than 
neatness or elegance. II e should be ver y careful in 
writing the nam es of the customers of the hank. If he 
write them illcgibly, there will be a loss of time in making 
thera ont, or tliey may be misunderstood, so that money 
may be posted to the wrong account, and thereby loss 
arise to the hank. On this accoimt also, when two or 
more customers bave the same surname, he should he very 
careful to write the Christian naines fully and distinctly. 
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The necessity for writing quickly, and thc want of care- 
fulness at first, arc the causes wky so few tankers* clerks 
comparatively Write a good hand. Eut they sliould re- 
m cm ber , that this is a most important qualification, and 
a deficieney in this respect may be an in super able bar to 
promotion. Without tliis attainmcnt a clerk caimot be 
put to write up the customers* bocks, nor to makc ont tlie 
country accounts, nor to write the letters, nor to fill the 
office of secret ary, “ You ought to be carcful to write a 
phiin hand. You impose upon your correspondent s a very 
unneeessary and a very unpleasani tax if y on require 
theni to go over yonr îetters two or three tïmes in order 
to decipher your writing. À business hand is equally 
opposed to a very fine hand, À letter written in fine 
élégant writing, adorned with a variety of fleuri shes, will 
give your correspondent no very high opinion of you as a 
man of business/** 

The plan of writing-ni asters who advertise to teaeh good 
and expéditions writing in a few lessons is as foliows :—- 
The pupü rests his hand upon the paper withont tonching 
ït with his little finger. AU the motion is tben made 
trôna the wrist, Tliosc who bave to write their nam es 
many times in succession, such as in signing bank notes 
or in acccpting bills, wiO find that on this plan they can 
gct through their wo rk in much le s s time than if they 
bend their fingers with every stroke of the pen, 

The young clerk should also be taught to make his 
figures clear and plain, so that a 2 caimot be mistaken for 
a 8, nor a 3 for a 5. He should also takc care that thc 
tail of his 7 or his 9 does not run into the line below, and 
thus turn a 0 into a 6, and also that the top of his 4 does 
not reach so high as to tum a 0 in thc line above it into a 9. 

* Lectures on the Histofy and Trineiplcs of Àncient Commerce, by 
J, W. Gilbart 3 p, 239. 
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He should be careful, too, in putting bis figures entier une 
another, so tliat tïie units shall be under the nuits, the 
tens nritler the tens, the Imndreds under the hundreds, 
and the thousands under tlie thousands, Gtlierwisc, when 
hc adds up the columns together lie will be in danger of 
maldng a ff wrong castd* 

He will also leam to use both hands at the same time* 
In counting goH or sUver coin, he will count with two 
hands instcad of one, and thus do double the work. In 
entering a number of chèques or bills, while he holds the 
peu in one hand be will hold a chèque in the other* and 
then turn over the chèques as quickly as he enters theim 
He will always turn tbem over one on the back of the 
otlicr, so that tliey will be in the same order after he bas 
entered them as before, and when tbey are ff called over* 1 
tbey will corne in the same order in winch tbey are 
entered, 

He must also learn to " cast J> qnickly and aecurateiy. 
The two main qualifications in this operation are accuraey 
and quickness. To ensure accuracy a clerk will casl every- 
thing twice over* The first time he will begin at the 
bottom of the eolumn, and the second time at the top. If 
he begin both time s at the bottom of the column, the 
association of figures will he the same ; and if he has fallen 
iuto an error the first time, he will be apt to fall into the 
same error the second time* But if hc changes the order, 
the association of the figures will be different, and he will 
not bc likely to fall into the same error* Qnickness can 
be aequired only b y practice. But ho will accelerate bis 
speed by maldng bis figures plain, and placing them strictly 
in a line under onc anotber* Hc should also leam to cast 
without speaking, for the eye and the head will go faster 
tban the lips. 

Ile must also he taught to “ call over*” When he first 
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cornes into the bank he will call this sum, 315/. 10s. 6 d., 
tbree hundred and fifteen pounds tcn shillings and six 
pence, but kc will soon learn that more than half these 
words may be suppressed, and lie will say, tliree, fifteen, 
ten, six. And so in the iarger amount, 4,785/. 13s. 4 d., 
instead of sayiug, four thousand sevcn hundred and 
eighty-five pounds seventeen shillings and four pence , 
lie will call, forty-seven, eighty-five, tliirteen, four. By 
proceeding in this way, and speakiug quickly and yet 
distinctly, a column ot figures may be called over and 
checkcd in a very short space of time. Ile will, liow- 
ever, take carc to avoid ambiguity. ïhus, if the sum be 
40/. 5s. ChI, he will not say forty, fivc, six, as that would 
mean forty-five pounds six shillings; but he will say, in 
this case, forty pounds , five, and six. In cases wliere tlie 
pounds eonsist of five figures, the two first dcnoting the 
thousands are expressed scparately ; thus 25,347/. 8s. &d. 
is called over twenty-five, three, forty-seven, eight, six; 
and six figures, say 468,379/. 8s. 6d., is called over, four 
sixty-eight, three seventy-nine, eight, six. 

He will also be taught to balance ; that is, to find the 
différence between two sums by addition , instead of sub¬ 
traction. Thus, if the two sums be 1,347/. 16a. 3 d. and 
4,834/. 19.s. M. he will be apt at first to put one under the 
other and subtract, in this way— 

£4,834 19 8 

1,347 10 3 

Différence.£3,487 3 5 

But he nmst hc taught to proceed by a mental process, 
and will add the différence to the smaller number, thus_ 

£1,3-47 16 3 — £4,834 19 S 

Différence. 3,487 3 5 

£4,834 19 8 
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Ile performs this operation b y beginning with the pence, 
saying, or rather thinking, iC three and fïve make eight/ J 
and so on. And tiius tlxc two si des of an accotait are 
made to balance ; that is, botli s ides are of the sanie 
amount, 

The principle of balaneing pervades the whole System 
of book-keeping. For example, we know that if to the 
arnount of cash in the bank last night we add the amoimt 
reccived to-day, and deduct the amoont paid to-day, the 
remainder will show the amoimt on hand to-night; and 
a novice would very naturally put it down in tliis forrn—~ 


£ 

Casli on hand last night ............ 100,000 

Bec ei ved today.....,,., G 0,000 

100,000 

Paid to-day ,... S0,000 

Cash on hand to-night .. £80,000 


13 ut an accountant would arrange the se four items in such 
a way as to form a balance, tlius— 


£ 

Cash paid away to-dîiy 80,000 
Cash on hand to-night .. . 80,000 

£160,000 


£ 

Cash on hand last night., 100,000 
Cash reeeived to-day...... 60,000 

Balance ..£160,000 


In keeping the Progressive Ledger, the principle of 
balaneing is of constant occurrence, The ledger-keeper 
brings ont a new balance every time lie turns to ail ac- 
count. But lie ne ver deducts—ahvays adds. And if he 
post se ver al articles at the saine time, the method is the 
same, thns— 

If the crédit balance is............ £1214 3 7 

And lie posts the foliowing sums 

to lhe débit of the account..£141 2 4 

8 7 6 
49 3 11 
305 4 2 

. - £710 5 8 
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lie will add up these items, and ment ail y add a smn tbat 
will makc the whole equal to 1,214/. 3s, 7 d*, bringing ont 
tbis s uni as a new balance, and placing it under the former 
one as he goes on. Tîms he will say, or rather think,— 
H 4 and 6 are 10, and 11 are 21, and 2 are 23, and (ïiere 
hc must supply tbe figure) 8 are 31 = 7 and carry 2 \ ? 
and be puts down tbe 8 in tbe pence division of the 
balance column; and goes on in tbe same way to tlie 
shillings, and afterwards to tbe poimds. When he bas 
place d tbis sum, 710/, 5 s, 8 d, be ad d s up tbe whole, in- 
cluding tins suni, in order to check tbe operation, and to 
bc sure that be is right. 

He will tben accpiire a knowledge of tlie names and 
fonctions of tbe different books, and of tbe terms and 
pbraseology used in book-keeping. Tbe same book is 
sometimes called by different names in different banks, 
and different terms are employé d to describe tbe same 
operations. But every clerk sbould use tbe language of 
tbe office in wliicb be is placecl He slionld call every book 
by its proper name, and employ tbe phrases wbich are 
used by otliers. For instance, if tbe word c< money ” is 
nsed to dénoté coin, bc must always use it in tbat sense ; 
and not say Cf moneywhen be me ans bank-notes, 

It will be of great advantage to a sensible yonngster, if 
one of the senior clerks sbould take tbe trouble to give 
him a general notion of tbe System of book-keeping, and 
show liim tbe connexion tbat exists between tbe books 
tbat be keeps and tlie otlier books of the office, 

II. We sball now describe tbe System of Banking Book- 
keeping, as pubbslied in tbe former éditions of tbis work, 

Every person, on opening an acconnt with a London 
banking-house, enters bis name in a book called tlie 
Signature-Book, and tbis book is referred to whenever a 





















ON BANKING* 


283 


draft is presented having a doubtful signature* The person 
is supplied free of cost with a hook of printed drafts and 
a cash-book* called in some lion s es a Pass-Book, in which 
is entered an account of lus debts and crédits, as often as 
lie tliinks proper to leave it for that purpose. 

London bankers do not usually give receipts for money 
paid into their banda, but tliey enter thc amount into the 
eustomer’s book. À person paying money on account of 
a country bank, will sometimes require a receipt, and hc 
is thon given what is called a shop-reccipt, in the foUow- 
ing form :— 


London, May 1,1827. 
Receivcd of \the country lande] the sum of one ihomand pounds, 
To account for on demanda 
* For Ilope, Rick 3 and Co* 

£1000, A Caskier. 


The name of the party paying the money is not inserted 
in the receipt, as that would x'equire a stamp* 

The payment of a draft, or a bill, is always made either 
in Bank of England notes, or sovereigns, as the party 
recriving it may desire. The London bankers never re¬ 
issue any country notes or bills of exchange, that may 
corne into their hands. When a chèque is paid it is can- 
cclled by drawing the peu four limes in different direc¬ 
tions, across the naine of the drawer. In Scotland a paid 
note or chèque is said to be “retired™ It is retired or 
withdrawn from circulation* 

Before explaining the banking System of book-keeping, 
I will defrne a few ternis which are often usecl in connexion 
with the subject* By thc word bîll> is always meant a 
bill of exchange not yct due* The word cash, dénotés the 
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varions items in cl ad ed in a crédit or cash entry, and may 
dénoté due bill s* chèques* bank notes* country notes* or 
coin. The ternis chèque and drafi are used synonymously* 
and dénoté an order on a banker* payable on demaind. 
Tlie Word draft is never used in London to dénote a bîll 
of exchange* though this nse of the term is very common 
in the coimtry. Botli bills and draffcs are ôften called 
articles y and if they are cash* tliey are style d cash articles . 
An addressed Mil is a bill made payable at a banking- 
house. À discounted bill is usually called a discount. By 
money is always meant coin. To post an article is to place 
or enter it in the ledger, One book is said to mark ag ainsi 
another when the same entry is made in both books. One 
book is cheeked by another* when any error in one book 
would be d et cote d by sonie operation in another. To 
check a book* or an account* is to examine it* and prove it 
correct* or make it so. To cast * or casfup^ means to add 
together. The balance of an account is the différence 
between the crédit and the débit si de, Àn account is 
said to balance when the crédit and the débit si de are of 
the same amonnt. To balance an account is to enter the 
balance* and to add up both sides* and then to bring down 
the balance as a new r amonnt. The crédit si de of an 
account* or that on which the cash received is plaeed to 
the crédit of a eustomer* is the right-hand side as y ou 
face the ledger ; the débit side is the left-hand side. In 
London* the establishments of bank ers are usually called 
banldng-homes, not bank s. À p ers on who has an account 
at a bànking-house* is said to keep a banker . 

I shall now describe the varions bocks in the order of 
the different departments to wliich they bclong. 
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I ,—The Cash Department. 

The principal Looks in this department are the fol- 
lowing 

I* Two WaSTE-BûOKS. —One is called tlie Received- 
Waste-Book, and the other thc Paid-Waste-Book. In 
the former is entered an account of ail the cash received, 
and in the latter is entered an account of ail the clieqnes 
and bills païd , The Received-Waste-Book is ruled with 
a double cash columh on thc right-hand si de of the page. 
In making an entrv into this hook y ou will proceed as 
foliows First, enter the name of the party who lodges 

the money ; then enter in thc first cash column the par- 
ticulars of which the crédit consïsts, specifying eaelx par- 
ticular in the space at the left-hand. In receiving Bank 
of E ngland notes, ±he number and date of cach note must 
be mentioned ; but if the notes are mimerons, make them 
up in a parcel, and write on the outside the total amount, 
and thc name of tlie part}' of ivliom they were rcceived, 
Call this parcel “ Sulxdries” in your entry, Thèse parcels 
of sundries will bc marked, and sent to the Bank of 
England for otlier notes on the following day* Chèques 
on your own bank are to be entered b y tlie name of the 
drawer and the amount* Country notes are to be entered 
by the name of the London bunker at who se bouse they 
are made payable. The se arc distinguished frorn chèques 
upon bunkers, hy stating short the number and déno¬ 
mination of thc notes“thus, h l t AU gold and silver are 
to be called money. Àfter entering ail the parti cul ara of 
a crédit, add them together, and carry ont the amount 
into the farther cash column, At the close of the day add 
up this outer column, and sec that the total agréés with 
the amount in the Day-Book* 
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If a customer brings bis book with him when he loclges 
cash, the cashier enters the crédit, and returns the book 
to hîm, unies s it be left at the bank for the purpose of 
having the débit side also written up. 

In receiving money for a deposit receipt, the entry is 
made in the same w&y as when the money is placée! to a 
eurrent account; but the words Déposât Beceipt, or the 
letters D, IL are written against the name of the depo- 
sitor. 

In the Paid-Waste-Eook is entered an account of ail 
the hills and eheques paie! by the bank. Tins book is 
ruled on each page with a cash eolumn on the right hand, 
and another on the left hand, leaving a space between, 
When a chèque is paid, the ainount is placed in the left- 
hand cash eolumn—then the naine of the drawer in the 
open space—and in the right-hand cash eolumn are en¬ 
tered tbe particulars of the payment, Bank of England 
notes arc entered by their number. It is not necessary 
to enter the date, as tliat ean be fonnd if necessary eitlicr 
in the Cash-Book of the preceding evening, or in the 
Beceived-Waste-Book, or the List s of the same day, 
When a deposit reeeipt m paid, the same order is ob¬ 
serve cl, but the lettera D> B, are acided. Ail gold, silver, 
and copper, are called money, Àt the close of the day, 
ail the payments are added together, and should agréé 
with the amount in the Day-Book, 

Each cashier bas a Rcccivcd-Waste-Book, a Paid-Waste- 
Book, and a Money-Book, 

2. Money-Bqqk,— 1 Tins is a small book ruled with a 
cash eolumn on the right-hand side of each page, and it 
contains an aceount of ail the coin? that is, the gold, silver, 
and copper in the bank, Each cashier will enter in his own 
Money-Book the money he reçoives and pays in the course 
of the day. On the left-hand page of the bock he will 
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copyûrom bis Paid-Waste-Book tbe varions sums of money 
lie bas pakl, and on the right-hand page lie will copy from 
bis Received-Waste-Book the varions sums of money he 
lias received. In each case lie Avili enter against tbe 
respective sums tbe totals in whîch tbey arc included. 
Thnsj if in paying a chèque of 175 L 2s. 6 d. he pay 5-2-6 
money, lie mE enter it thus— fV iÉ175 2.6. <£5 - 2 - 6/ ; 
Tbe money is counted up at night, and must agréé with 
the balance of the Moncy-Book j and tbis balance is then 
entered in the Cash-Book. 

3, Oash-Book, —In this book is entered every night a 
spécification of ail the cash in the bank. The items will 
consist cbiefiy of Bank of England notes, parcels of sun- 
dries, eountry notes, chèques on other banks, and the 
balance of the money. The Bank of England notes are 
entered by tbeir number, date, and ainount. The parcels 
of Bank of England notes, called sundries, are entered by 
the word Sundries/* then the naine of the parties of 
whom tliey were received, and the amonnts ; eountry notes 
by the naine of the eountry bank, and the London agent 
at whose house they are made payable ; chèques on other 
banks by the name of the drawer of the chcque—the 
name of the banker, and the amoimt. In tliis book gene- 
rally the Cash articles are more fully descrihcd tlian in 
the Beceived-Waste-Book. In some banking-houses the 
Cash-Book is called the Stock-Book, and in others the 
Make-uf-BüGK, 

4. DàY-Book, —This book is ruled with a double cash 
column at the zâght-hand side of each page, The ac- 
countant enters in the Day-Book an accoimt of ail cash 
paid and received dur in g the day, placing each transaction 
under the class of operations or aeeounts to which it 
belongs. On the left-hand page of the book lie enters the 
cash which is paid, and on tlie right-hand si de, the 
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cash which is received He commences by writing thc 
chay of the week, and of the month : then on the left-hand 
si de he writes a heading, “ Cürrent Accounts.” Under 
this head he enters ail the chèques paid, copying from the 
chèques the name of the drawer, and the amount, which 
is placed in the first cash column. The sum of ail the 
chèques is brought forward into the second cash column. 
The second heading is “ Detosit Receipts;” nnder which 
head the individual receipts paid are entered, mentioning 
the number, the name of the deposïtor, and the sum ; and 
bringing ont thc total amount, as before, into the second 
cash column. 

The accountnnt may, if he please, make these headings 
in the morning, leaving such a space for the transactions 
nnder cach head, as his expérience may show him to be 
necessary. Thus, he may keep up his Day-Rook through- 
out the day, and merely hâve to add it up and balance it 
when the bank doses. The other headings may be, 
rf Bills Discountcd this day,” “ Interest paid on Deposit 
Receipts,” “Bank Promises,” “Incidental Expenses,” 
“ Brandi Account s,” &c. &c. answering to the accounts in 
the General-Ledger. 

On the right-hand page, or crédit sidc of the Day-Book, 
the cash received is entered under corresponding head¬ 
ings, as « Cuurbnt Accounts,” " Deposit Receipts,” 
ff Bills DiscounieD paid this day,” &c. &c. The entries 
under the heads of Carrent Accounts, and Deposit Re- 
eeipts, are copied from the Received- W aste-Books : the 
entry expresses only the name and the amount. 

After ail thc entries hâve been made, add up the débit 
and the crédit sides. To the crédit side, add the amount 
of the Cash-Book on the preceding evening ; to the débit 
side, add thc amount of the Cash-Book on tlie same even- 
ingj and, if the totals agréé, the " bank is right,” that is. 
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tlie transactions of tlie day bave been correetly entered ; 
but if not, tlien tlie bank is wrong, and the error must 
be discovered by ft marking off ,J tlie varions books. 

In large establishments tlie Pay-Book is divided into 
two books; the débit skie for min g onc book, and the 
crédit si de the other book. One is called tlie Paid-Bay- 
Book,” and the other, the ff Received-Dgy-Book/ J Tlie 
adv alliage of this division is, that two persons can be em- 
ployed at the Day-Book at the samc time. In somc bank s 
the Day-Book has three cash eolumns, the third being 
used for transfer cntries. Thèse are entries in which no 
cash is actually paid or received by the bank; but an 
amount is transferred from one account to another. In 
other Banks, ail the tranfers are passed through the Be- 
ceived-Waste-Book. By some London liouses the Day- 
Book is called the Cash-Bock, and îts two divisions are 
called the " BecmyeE-Casii-Book: ” and the ff FA-CD-Cash- 
Book,” 

5. C uerent-ÀCCOUNT-Leoqeb,* —In* this book every cns- 
tomer bas a separate account, The sums received to bis 
crédit are posted from the crédit side of the Day-Book, 
and tlie Ledger folio is placed in the Day-Book, in a 
column ruled for that purpose. The débit side is posted 
from the chèques themselves, and the Ledger folio placed 
in the débit side of the Day-Book on tlie following morn- 
ing, when the Day-Book is marked against the Ledger. 
The entry of a chèque in the Ledger in éludés the date of 
payaient, the name of tlie part y to whom it is payable, 
and the amount. The entry of a crédit inclodes the date, 
the word Cash," and the amount, When the cash is 
paid into the bank by a third part y, it is usual to enter it 
in the Ledger as a Cash per À, B,” When a crédit arises 
from a bill lodgctl for collection having becorne due, the 
name of the accepter is suhstituied for the word cash. 


ir 
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Somc banks follow wbat is callcd tbe progressive plan 
of keeping tbe Ledger. By this plan tbe balance is 
brought out every day, and tlius we sec tbe progress of 
the aceount. In tbe ordinary way, each page of the 
Ledger is dividcd into the débit and the crédit side, and 
each side has ruled columns for the date, tbe transaction, 
and tbe amount. But in the progressive Ledger there is 
only one colunm for tbe date of botb tbe crédits and the 
débits—one spacc for a description ot tbe transaction, 
whether crédit or débit—and then three cash columns. 
Tbe first column is tbe débit coluipn ; the second is tbe 
crédit column ; and the third is the column into which 
the daily balance is brought out. The advantage of tins 
plan is, that you can sce at once wbat sum a party bas on 
bis aceount, without the delay of adding up the débit and 
tbe crédit columns. Most banks that allow interest on the 
balance of the current aecounts, keep their Ledger on tbe 
progressive plan j and, besides tbe columns I liavc men- 
tioned, there are, on the rigbt side of the balance column, 
a space for inserting tlic number of days tbe balance may 
remain stationary, and two interest columns—one for the 
interest of a crédit balance, and the other for tbe interest 
of a balance overdrawn. Most banks divide the Current- 
Account-Ledger into two or more parts, and tbe names of 
the depositors are placcd in alphabefical order, from the 
beginning of the first Ledger to tbe end of the îasfc. 

6. De posit-Receip t-Book. —Dcposit Receipts are re- 
ceipts granted for sums of money that are likely to remain 
a considérable time, and upon wliicb interest is allowcd. 
Thèse receipts are distinguished from current aecounts. 
Choques cannot bc drawn against any sum lodgcd as a 
dcposit reccipt ; but wlicn tbe amount, or any part tliercof, 
is withdrawn, tbe reccipt itself must be produced at the 
bank, and delivered up. Tbe Deposit-Rcceipt-Book is not 
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kopt ledger-wise ; that iSj each p ers on h as not a separate 
account opened for him in a distinct part of the book, but 
tlic reccipt s are entered chronologie ally, accord in g to tlie 
date of the lodgment, The entry includes date of lodg- 
mcnt, naine of depositor, profession, résidence, amount, 
interest paid, principal and inter est, The last tvvo par- 
ticulars are of course not entered until the reccipt is can- 
cellcd. If a party is désirons of withdrawing only a part 
of tlie lodgment, the whole reccipt is entered as paid, and 
a new receipt rnade ont for the sum whieh remains* 

II.— The Bill Department, 

Bill s are (livide d into two classes—hills deposited, and 
bills diseonnted. Bills deposited are hills lodgcd in the 
bank for collection, to hc place d, when due, to the crédit 
of the depositors. Bills diseonnted are those for whicli 
the moncy lias been adv&nced, and winch are, therefore, 
tlie property of the bank* Tîiese two classes of bills are 
entered in separate sets of books 3 but, as the books are 
kept in nearly the saine manner, I sliall describe them 
together* 

1, Bill-Hegister* | Thèse books are kept, as the 
Discoünt-Kegisteiu j word register seems to imply, 
clironologically—the bills being entered immediately after 
each other, in the order in whieli they corne info tlie bank. 
The entry includes date when deposited or diseonnted, 
nanic of ingiver, drawer, accepter, date, term, when due, 
amount, daily amount. The bills are numbered, and tlie 
register-number placed upon each bill. The daily amount 
of the Discount-Register is entered in the débit side of 
the Day-Bûok, under the lie ad, Bills Diseonnted tins 

day ” I advise that the headmgs of the columns of this, 
and of ail the other books, be printed. Tins saves time 
and prevents mistakes. 

u 2 
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2. Iïill-Ledgeii. 1 In. these boots a separatc ac- 
Discount-Ledgeh. j connt is opencd for each party ; 
and the same bills winch baye previously been entered m 
the Régis ter s are entered in these Ledgers ; but the entry 
is mucli shorter. A full description of a bill is given in 
the Régi s ter only, and the register-numlier is placed as a 
rcfereucc in evcry book in which the bill may subsecpiently 
bc entered. The entry in the Bill, or Discount-Ledger, 
includes date when deposited or discounted, name of ac¬ 
cepter, when due, and amount. In some banks the Dis- 
eount-Ledgcr is kept upon the progressive plan, which is 
very useful, as it shows at once to what amount any party 
may be under discount. In addition to this, some banks 
place in the Discount-Ledger an account of ail bills they 
may bave discounted, to which the party is an accepter. 
These bills are distiuguished from those which hâve been 
discounted for the party himself, by being placed on the 
left-hand side of the page. Tliis account is also kept on 
the progressive plan. A Discount-Ledger, kept in this 
way, will hâve three cash eolumns rnled on each side of 
the page: the three on the left-hand will be headed, 

“ Where Accepter and the three on the riglit-hand will 
be headed, “ Where last Indorser." Betwcen the two sets 
of eolumns. will be entered—date when discounted—rc- 
gister - numb er—name of accepter or drawer—when due. 
The ad vaut âge of this plan is, that on turning to any 
party's account, you see at once the whole of liis engage¬ 
ments to the bank, whether arising from bills tbat hâve 
been discounted for himself, or bills to which lie is only 
the accepter. 

3. Bill-Joubnàl. ) In tliese journal* the bills are 
Discount- Jûuknal. j entered under the respective 
days on whieli they fall duc. For this purpose the day of 
the week, and of the month, is placed at the top of each 
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page, This book may be made to last exactly a year, by 
h avin g headings for every day, from tîie Ist January to 
tbc 3ist December, omitting Simdays, The entry méludea 
the register-immber, naine of déposât or, or for whom it 
was discounted, accepter, and amount. The Discount- 
,Tournai bas three cash colmnns; one for the amount of 
each bill, another for the bills paid, and another for those 
unpaid, The entry is made in tlie frrst column, on tlie 
day the Mil is diseounted; and in the otlier two on the 
day the bills fall due, The total amount of bills paid each 
day is copied from the Journal into the reeeived side of 
the Day-Boolv. Tliose unpaid are entered into the transfer 
column of the Day-Book, and in the Past-Due-Bill- 
Book, TI te Bill* Journal need only bave onc cash column, 
as most banks find it more eonvenient to crédit their eus- 
tomers* accounts with ail the bills on the day they fall due, 
and débit them on tlie folio wing day for those that remain 
unpaid, Those banks, however, that prefer it, may bave 
separate columns in the Bil b Journal, for the paid and the 
unpaid bills ; and, in that case, the unpaid bills are re- 
turned ou the folio wing day to the depositor, without 
being passed through liis cash account, This is sometimes 
called, being “ entered short/' Sonie banks make onc 
book serve the purpose of both a Bill-Journal and a Dis¬ 
count-Journal ; one page of the book being used as a 
Discount-Journal, and the opposite page being used as a 
Bill-Journal, 

4, The Lists.— Each banking-house divides London 
into a certain number of districts, according to the extent 
of its business, Each district is called a Walk, and usually 
takes its uamc from the direction in which it lies ; as the 
East Walk, the West Walk, and so on, To each walk is 
assigned a book, m which is entered every day a iist of the 
bills due in the walk; and hence the book is called a 
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List, Each List takes its name from the walk to which it 
belongs; as tlic East List, the West List, &e, The page 
is divided intü four columns ; the first and third of which 
are cash columns. In the first colunin is entered the 
amount of the bill; in the second, the name of the ac¬ 
cepter and the register-numbcr, This is doue the day 

beforc the bills are due, Àftcr the fcller has returned 
from prcsenting tliese bills for payaient in his walk, he 
answerseach bill ; that is, he places against it an 
account of tlie cash he lias reçoived for it, wliether 
chèques, bank notes, or money. The amount is entered 
in the third column ; and} in the fourth, the description 
of cacli kind of cash. If tlie bill be not paid, he writes 
L, D, for ff left direction/ 5 and then cntcrs tho bill in the 
f< Unpaid List/ J 

In the Unpaid-List are entered ail the bills not paid 
when près ente d for paymcnt. In tlie course of that day 
or tlie foflowing thcse bills arc answered/ 5 either by 
bcing paid, or by being passed to the débit of a customeris 
account ^ or by being transferre d to the Past -Due -Bill- 
Book, In s orne bardes the Unpaid-List is called the 
“ Taiœ-up-Book/ j 

Chèques upon other bank s are entered in the Lists iu 
the saine way as bills, unless the bank sends a clerk to the 
Clearing-house, and then tliey tue entered in the ff Clearing- 
out-Book, JJ 

From this description it will be seen that when a sum is 
received to the crédit of a carrent account, it is entered in 
the Received-Waste-Book, eopied from thence into the Day- 
Book, and from thence into the Carrent-Account-Ledgei\ 
When a chèque is paid to the débit of a carrent account 
it is entered from the chèque itself into the Pai d-Waste- 
Bock, the Day-Book, and the Current-Àccount-Ledger, 

When a sum îs received for a deposit receipt, the sum 
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i s entcred before the rcceipt is granted in the Deposit- 
Ecceipt-Bookj and afterwartU in the Receipt-Waste-Bûûk 
and Day-Eook, When a deposit reeeipt is paid, it must 
he diseharged in the Deposit-Rcccipt-Bookj then entcred 
in the Eaid-Waste-Book, and aftcrwards in the Day-Book. 

When a bill is diseounted, the discount is calcnlated by 
the accountant, who at the saine time observes if it is 
drawn on a proper stamp, and is in êvery respect a regular 
and negotiable instrument. If the party for whom it is 
diseounted bave a current account, the full amount of the 
bill is placed to lus crédit, and lie is débited for ihe 
inter est. If hc bave no account he is paid the amonnt 
ininns the discount, and the entry is made in the Paid- 
Waste-Book. The bills diseounted each day are entcred 
individually in the Discount-Registen, and the total amount 
copied into the Day-Book, The bills are also entered indi¬ 
vidually in the respective accounts in the Discount-Ledger, 
and under the day s they fall due in the Discount-Journal, 
When the se bills are due, the amount paid eaeh day is 
entered in the Day-Book in the cash column, and the 
amount unpaid is transferred to the Past-Due-Bill account, 
and is entered in the Day-Book in the transfer coluinn, 

When a bill is deposited, it is entered in the Bili- 
Registcr, the Bill-Ledger, and the Journal, When due it 
is plaeed to the crédit of the party by whom it was lodged, 
and is copied from the Journal into the Day-Book, thence 
into the Guxrent-Àccount - Le dger, If unpaid, the account 
is debited on the following day, and the bill is retumed to 
the depositor. 

Ât the commencement of each day, ail the entries made 
the preceding day in the Day-Book, are marked a gain s t 
the respective hooks by the accountant, or under his 
superintendence, He also marks the Cash-Bock, and 
checks the adding up, The Customers^ Buoks are tlien 
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compared with thc Cur r ent-Account-Le dger. The débit 
si de of these books is usually wxitten up the prccediug 
evening from the vouchërs b y tlie tellers^ or out-door 
clerks. The aceountant Write s up the crédit side_, and se es 
that botb sides agréa with the Current-Aecount-Ledger. 


III ,—The Country Department, 

In tins department is managed the business of the 


country banks, and of those customers who live in the 
country. When the letters are delivered in the morning 
by thc postman, onc clerk takes them and enter s in the 
Waste-Book the cash enclosed in the letter to the crédit 
of the respective parties* Another clerk takes the letters 
and enters the bills in the Country-Bill-Eegister, the Bill- 
Ledgcr, and the Bill-Journal. The letters are then handed 
to a third clerkj who copies off into a book ail the pay- 
ment s > wliich are to bc made immédiat ely in cash. This 
book is usually called tlie Draft-Book., as the part y re- 
ceiving the mouey signs a draft for the amount, which is 
as good as signing a receipt* If the payment is to he 
made to a banker, he reçoives notice in a printed form, 
called a mémorandum; but if the payment is ordered to 
be made to a privâte individual, hc must call for it, and 
claim the exact amount. The folio wing is thc form sent 
to a banking-house. The riglxt-hand side is fxllcd up by 
the h ou se to wiiom it is sent, and thc mémorandum is 
paid tlirough the clearing. 

London j Deûeiuber 1,1834. London, Fecember 1,1834. 

Mesars. Etmdy # Co. Meurs. Ilope, ÎLÎck # Co. 

Recelve of [thé comdry hmtk] - — Paÿ E. F. Fsq. or bearer, 

per Meurs. ïlope , Jtiûi I, ÿ Co, the mm ofone kundred pounds, 


the sum of £100. 

Ou aceount of \B, F. E$q.~] 




For Meurs, Steady ÿ Co. 
£100. A Clerk , 
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À fourth clerk now takes the letters, and cnters ail the 
advices (that is ; bills advised to foe paid when due) in the 
Àdvice-Book and in tlie Advice-Journal. The correspond- 
ing clerk who answers the letters usually manager the 
stock départaient, Hence he observes the orders to pur- 
chase or scll stock, to procure powers of attorney, and 
other business of that kind, When writing a reply to the 
letters received, he notices if ail the items in the lettcrs 
are marked by the proper clerks. If anything is wrong 
he is informcd of it. Bankers 5 lettcrs are usually short 
and plain, comprising only two or three lines. The fol- 
lowing example includes ail the ordinary topies. 

Messrs. IIofe, ïtlCH & Co. Bankers, London. 

Country Town % May 1, LS27. 

Gentleiœn,—E nelosed we remit you sixtcen biils, value 1,750/. and 
cash 250/, making iogether 2,000/, to our crédit ; and we subjoin a list 
of payments and advices, to be made to our débit. We will thank y ou 
to purchase 10,000/. new fours, in the naine of James Wealthy, gentle¬ 
man, of Statcly House, near Prince Town ; and forward us a power of 
attorney for sale, and dividends of 200/. Consols, now standing in the 
name of Snsan Thrifty, spinster, of this place. Phase inforru us of the 
respectabilité of Messrs. John Careful & Co. of Southwark—they bank 
at Messrs. Steady & Co. Lombard-street, The bill y ou sent us to pré¬ 
sent hcre for payment lias been paid, and we crédit y ou 50/. the amouirt 
We herewitb send you the signature of our relative, Mr. John Keen, 
who is going to London, and whose drafts to the extent of 3,000/. we 
wïsh you to lionour to onr débit. On Mr. Keen’s retum, whicb mil be 
in about a week or ten days, he will brrng with him om- paid notes. 

We are, Gentlemen, 

Your obedient Servants, 

Keen, Busy & Co. 

[eeply.] 

Messrs. Keen, Busy & Co. Bankers, Country Town . 

Londôtt) May 1,1827. 

Gentlemen,—W e bave received your favour of yesterday's date, 
enclosing sundries, value 2,000/., which we bave passed to your crédit, 
and note your lists of payments and advices, We also crédit you 
1,176/, 16$. M. per Messrs. Good & Co. on aceount of John Green. 
We Lave inquired of Messrs, Steady & Co, as to the respectability of 
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Messrs, John Careful & Co. and arc informée! they are highly respect¬ 
able, We now enclose a stock receipt for Mr. James Wealtli/s 10,000/. 
new fours, 10,012/, 10s. to jour débit ; and also Susan Tlirifty J s power 
of attorney, for whieh we débit y ou 1/. 1s. §d* ; also a diskonoured bill 
on Badluek, noted, 100/. 1s. M. to jour débit : and your weekly cash 
account and montkly aceoiuit eurrent, whieh we trust will bc found cor¬ 
rect, We débit y ou 50/, for the bill y ou liad the goodness to présent 
for ns i and we now enclose another on White, 12Û/. whieh we will thank 
y ou to get acceptai and retum. We bave opened a crédit in favour of 
Mr, John Éeen, for 3,000/. and will forward your paid notes by hxm as 
requested. 

We arc, Gentlemen, 

Your obedient Servants, 

Hors, ItiCH & Co, 

Thosc London bankers wlio act as agents to banks, or 
to otker parties in tlie c ountry, will bave occasion for the 
following bocks. The first seven are kept in the samc 
rnanner as the corresponding Looks in tlic Town Depart¬ 
ment, AU the entries in the Country-Ledger, as well as 
those in the Town-Ledger, nmst first pass through the 
Waste and Day-Books. The crédit side of the Ledger is 
posted front the Bill-Journal and the Day-Book. The 
débit side is posted from the vouchers thernselves, and, like 
the débit side of the Town-Ledger, will mark against the 
Paid-Day-Book and the " Clearing-in-Book/ J 

1, À Country-Ledger. 

2, Country-BiU-Regis ter. 

3, Country-Discoun t-Register. 

4, Country-Bill-Ledger. 

5, Country-Discoimt-Ledger. 

6, Conntry-BiH-Journal. 

7 , C ountry- Dis co nnt - J our nal. 

8* Adviee-Book.—In tins bock are entered an account 
of bill s advwed to be paid on account of the C ountry 
Banks, This book is kept ledger-wise, each bank having 
a separate account, 

t# P Àd vice-Journal.—-This book is similar to the Bill- 
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Journalj and it contains thc advices under the heading of 
thc days on which they are to be paid. 

10. Crédit-Bock.—This book contains an aceount of 
tlie crédit grànted by a country bank in faveur of any 
party. Eacli party lias an account open for him in this 
bookj and tlie amount of bis crédit is placed to this ac¬ 
count, He is dcbited for such chèques as lie may draw, 
and tlie chèques are then passed to thc débit of the 
country bank in thc Country-Ledger. 

IL Àcceptancc-Book.— In this book are entered thosc 
bills which bave been received from the country, and 
which rcquire tlie acceptance of thc party on whom they 
are drawn. The entry includes thc date when taken out, 
the naine and résidence of thc drawee, the register-numbér, 
and tlie amount, There arc also two vacant columnsj in 
one of which the elerk wbo takes the bill for acceptance 
enters his initiais when lie b rings it baek ; in the second 
eolunm are entered the initiais of anotlier clerk to wliom 
the bills when “ brought in from acceptance^ are deli- 
vered* Tliough this book is connecte d witli the country 
department, it is usually kept in the town office. 

12* Stock-Bock.—London bankers hâve usually powers 
of attorney from their correspondent s in the country, 
authorizing thera to reçoive dividende on thc Government 
fini ils, Ail thèse are entered in a book called the Stock- 
Book, Tlie book is divided into seyeral parts for thc 
different kinds of stock, as 3 per cent. Consols, 3 per 
cent. Reduce d, &c. &c. In caeh division arc entered thc 
powers of attorney held by thc bank. The entry includes 
date of the powers, naines of the attorneys, naines of the 
holders of thc stock, and the amount, Tlicsc entries 
should be made a tolérable distance apart from eacli other, 
to leave roovn to notice any alteration tliat may takc 
place in thc amount of the stock either by sales or new 
pur ch as es. 
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Every coimtrjï bank keeps an account with a London 
bank. Tlie coiintiy banker receives from London a weekly 
statement of liis cash accounts, and a monthly account 
cuit eut, The cash account is a copy of the London 
banker J s ledger. But as the London banker dues not 
eonsidcr as cash any thing whieh may not bc immédiately 
turned into Bank of England notes, the cash account docs 
not exhibit a statement of the wndue bills wliich the coun- 
try banker may h ave remitted, nor of the bills whieh ho 
may hâve advised to be paîd, B y means of a monthly 
account carrent lie has a full view of ail tliese transactions. 
On the crédit side of the account current is entered the 
total amount of each remittance, whether it consista of 
bills or cash. Tliese are followed by entries of extra ” 
sums of cash tlxat bave been lodged to the crédit of the 
country bank by parties résident in London- On the 
débit side of the account current is placer! the total amount 
of the ad vices f* that is, of bills advised to be paid, and 
also any ff extra” payrnents of drafts ” to persons in 
London. Then the account is balanced, and we hâve an 
easy check by whieh any error that may hâve crept into 
either the cash account or the account current is detected. 
For if both aecounts be correct, the amount of advices not 
yet due, added to the balance of the account current, will 
be equal to the amouut of bills not due, added to the 
balance of the cash account. 

IV.—The Note Department, 

Those banks that issue notes will hâve occasion for 
À Note-Begister.— In whieh the dénomination, imm- 
ber, and date of the notes, will be entered wben préparéd 
for circulation; The total amount of notes, as soon as 
they are received from the stamp office, or at least as soon 
as they arc signed by the banker or manager, are entered 
to the crédit of ïf note account,” and arc afterwards taken 
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clown daily as part of the “caslL' in the possession of the 
bank* If tbe notes on hand be deducted from the balance 
of the note account, the remaindcr will show tire amonnt 
of notes in circulation. Ànotlicr way is to open an ac- 
count for “ Notes in Circulation/' and to crédit tins 
account for the notes on hand every morning, and débit 
it for the notes on hand every night : the balance will 
show the amonnt of notes in circulation* There should 
also be a book for the “ Régi s ter of Cancelled Notes/' in 
order to keep an account of those notes wliich, having 
beeome unfit for further use, hâve been cancelled and 
destroyed* Tlie notes when cancelled arc placcd to the 
débit of the “ Note Account/' 

Y .—The Brandi Department. 

In those banks that hâve branche s, the bead office 
keep s an account with each branche in the same way as 
a London banker keep s an account with a country bank. 
There is usually an additional “ Bill-Register'' for the 
bills payable at branches, Each branch bas also two Bill- 
Reglsters, for the bills payable at head-office, and the bills 
payable at branches, and frequently another for the bills 
sent for collection to agents, where the branch does not 
remit aU its bills to the bead office, but direct to agents 
in other places in order to be collectecL Every country 
banker lias also shnilar ]b IL Régis t ers for “ Bills payable 
in London/' “ Bills payable at Bristol, Manchester, &c/' 
as the case may be ; and of course correspond in g accouuts 
must be opened in the General-Ledger* 

There must also be a book for entering “ Brandi Notes 
paid/' These notes inay either be placed as the débit of 
the branch on the day tliey are paid, or they may bc 
carried daily or weekly to the débit of an account to be 
ealler! “Branch Note Account/' and may be placed to 
the débit of the brandi on the day tliey are sent home* 
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VI. — The General Ledger . 

Into this Ledger, under the varions accounts, mil be 
entered the totals of the cor r es pouding lie a dm g s or ne- 
counts specified in the Day-Book. ïhe accounts in this 
Ledger dénoté the varions classes of operations, and the 
balances show at ail times the exact statc of the bank. 
Every Saturday night the totals and balances of the se 
acconnts should be taken off on a balance-shoot. Wlien 
ail the débits are added together, and ail the crédits are 
added together, the two sides will agréé ; that is, they will 
he of the saine amoimt. These balance-sheets may be 
pÉnted and bound together in a book, to be called “ the 
Gêner al-B alancoB u ok. ; ; I cannot better expiai n the 
G encrai-Ledger than b y giving the form of the wcckly 
balanee-sbeefc, with the naines of those acconnts whîcli 
most bank s liave occasion to introducc. I bave dis- 
tribated these acconnts into fivc classes 1* Lodgments. 
2. Invcstments. 3, Expenditurc. 4. Cash Account, with 
Branches ; and 5. Proprie tors* Acconnts. Each bank, 
however, will open such acconnts as arc ad apte d to its 
transactions. Whatever books the business may render 
necessary wiU require to h ave corrcsponding acconnts. 
The General-Ledger contains tlie summaries of ail the 
other books. ïlins, the acconnt called (€ Current-Àc- 
counts/* contains the summary of the Current-Account 
Ledger. The acconnt called ** Deposit-Eeceipts/* is a 
summary of the D ep osit - Bec eipt-Book. The acconnt 
called f( Bills discounted/* is a summary of the Discount- 
Be gis ter and the Discount- Journal. In this way every 
book in the office lias a corresponding summary in the 
General-Ledger. Hence, this book is a cbcck npon ail 
the other books ; and by means of thèse summaries, the 
partners or directors of a bank can see at once the actual 
state of their affairs, and can trace the progress or décliné 
of different banebess of their business. 
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THE BANKING COMPANY. 

Amounh and Balances qfthe General Ledgeu on 

Amounta. Dr. 

BAlïncéJ. Dr. 

TUIee of Accouma. 

Il 

B S 

Ualâncc s. Cr. ‘ 

Amnunts. i 

Cr 







I. llODGHENTS, 
London Current Accounts, 
Country ditto, 

Deposit Eeceipts, 

Bills Depoaited (in London)* 
Ditto (from the Country). 
Notes in Circulation. 
Crédits on Agents. 

IL Investie STS. 

Bi l ls Discoun te d (in London). 
Ditto (from the Gountry). 
Past-Duc Bille. 
Government Stock. 

East India Bonds, 
Exchequcr B dis. 

Loans to Customers. 
Ditto to Brokers. 
Interest Account. 

III. Expeniutuee. 

Bank Promises. 

Rcnt. 

Taxes. 

Salaries. 

Stationery. 

Inci dental Expenscs, 
Laiv Expcnses. 

T Y. Casii Account, wîth 
Branches, 

Brandi A, 

Bran eh B, 

B ranch Ü. 

Braneh D, 

Y. Pkopmetûrs* àccûunts. 

Paid-up Capital. 
Preliminary Expcnscs. 

Dividend Account, 
Unelaimed Dividende. 
Surplus Pond. 

Profit and Los>s. 

Ftmd for Bad Debts. 

General Account of Cash. 
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It will be obscrvedj that the accounts introduced into the 
preceding b alan ce-slie et are such as would be necessary to 
a London bank that h ad conntry agencies and branche s j 
and issued notes. No such bank exista. But I bave intro¬ 
duced ail these accounts that each bank may take tbosc 
wbich are adapted to its transactions. It will also be 
observed, that I bave kept tbe conntry business distinct 
from the town business ; so that tbe comparative extent 
of each may be immediately perccivcd. I bave introduced 
cash columns for the AMOUNTS as well as the BALANCES j 
for aithough tbe balances are sufficient lo show the actnal 
state of the bank, y et the amounts are necessary to show 
the business that lias been done silice tlie préviens half- 
yearly balance. 

I. The first elass of accounts, under the lie ad of Lodg- 
mentSj are ail crédit accounts ; that is, the balance is on 
the crédit skie. 

CimiiENT Accounts are those which are usually kept by 
the London bankers, and are called by the Bank of 
Engl and j f£ Drawing Accounts /’ Depqsït ReCEIFTS arc 
more permanent lodgments, upon which the joint-stock 
banks allow interest. The acconnt ff Bills Depositeu/’ 
not being a cash accounts miglit be omitted witbont de- 
ranging tbe balance of the General-Ledger, If intro- 
ducedj its balance must be placed on both sides the 
balance-sheet, or the totals will not agréé. The General - 
Ledger is no check upon the accnracy of tins acconnt. 
It shouldj therefore, be checked periodically, by taking off 
the rïaily amounts current from tbe Journal, and com- 
paring the total with the balance of “ Bills Depositcd in 
the General-Ledger/ 5 

Some banks distribut e tbeir bills deposited into severai 
accounts, as ff Bills Deposited by Agents/- Bills Depo¬ 
sitcd by Branches/’ ff Bills Deposited by Privâte Parties/’ 
&c. &c. On the débit side of tbe General-Ledger these 
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" bills deposited 55 are mixed with tlie bills discounted in 
different aecounts, according to tlie places where the hills 
are payable, as "London Bills/ 5 "Manchester Bills/' 
" Brandi Bills/ 5 &c. Those deposited bills that are pay¬ 
able in tlie place where the bank is established, are usually 
distinguislied from the discounted bills; ono account being 
called " Local Bills Discounted/ 5 and the other " Local 
Bills Deposited/ 5 

Notes in circulation. —When the notes are made 
payable at any other place beside the place of Issue, tins 
account will only show the " apparent circulation/ 5 as the 
notes that bave bcen paid by the agents, or at the otlier 
branches of the bank, cannot be brouglit into the account 
until they hâve been returned for re-issue. I hâve classed 
this account tinder the lie ad of Lodgments, becausc it 
dénotés a portion of the debt due from tlie bank to the 
public. 

Crédits on Agents. —When a bank grants a Bill, or 
Letler of C redit, upon tlieir agents, tlie money received is 
placed to the crédit of this account. When the bill is due, 
or the crédit paid, it is placed to the débit of this account, 
and to tlie crédit of the agents cash account. The busi¬ 
ness of some bank s reqtiires a subdivision of their crédits, 
as " Crédits on London Agents/ 5 " Crédits on Bristol 
Agents/ 5 &c. Some banlts bave also an account for 
"Crédits on Branches/ 5 but, where ail the crédits granted 
arc payable on demand, they are usually placed at once to 
the crédit of the cash account of the b ranch on which 
they are drawn. 

2. Intestments.— The aecounts belonging to this class 
are ail débit aecounts ; that is, the balance (if any) is 
always on the débit skie. 

In the for ego in g balance-sheet it is presumed that aîl 
the bills are payable in London, as the London bankers do 
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not discount bills payable elsewhcre. Tbc division into two 
accounts is merely to sliow tlie comparative extent of the 
town and the country business* The first account includes 
the bills discounted for parties résident in London, and the 
second includes the bills discounted for parties résident in 
the country, Wlxere the bills are payable at different 
place s j tliey are referre ch as I hâve aire ad y intimated, to 
different accountsj as “ London Bills/* “ Bristol Bills/* 
“ Manchester Bills/* &c* It is not usuah in the se cases, 
to distinguish between the bills discounted and the bills 
deposited, but to place tbern together on the sanie ac¬ 
count; for instance, the account “London Bills** w oui cl 
include ail bills payable in London, whether discounted or 
deposited. If thoiaght proper, however, they may bc casily 
divided into separate accounts, as “London Bills Dis¬ 
counted/* and “ London Bills Deposited,” 

ÏAST-nuE-BiLLS —Wlien a discounted bill is not païd, 
it is transferred to the débit of tliis account* “Bills 
deposited” ne ver pass into tins account, but if unpaid, 
are retumed to the parties by whom they were de¬ 
posited, 

When the bank purchases “ Government Stock / 5 “Ex- 
choquer Bills/* “ India Bonds/* &c* the pur chas e-money 
is passed to the débit of an account raised for the purpose, 
Upon re-sale tlie account is credited for the money re- 
ceived, and the différence between the money invested and 
tlie money received is passed, at tbc end of the y car, to 
the débit or the crédit of profit and loss account, 

LoAîfs,-—Tins account is dehited for the amount of 
any loan granted to a eus t orner, or to any other part y, on 
seenrity* When a customer wants a temporary advance, 
the usual way, in London bank s, is, not to let him over- 
draw bis account, but to place to bis crédit the sum lie 
may require, and débit the loan account* The interest is 
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eharged upon tlie full amount of the loan, When the 
loan is repaie!; this account is crédit cd. 

3* Exuenditure.—T he aepounts under tins head re- 
quire httle explanation, iC Bank Promisesis débitéd for 
the expense of altering, paintmg, the buildings and 
offices connecte d with the bank. The other accounts are 
debited for thé different classes of expenditure as tliey 
occur, Àt the end of the year the se accounts are ereditecL 
and the several amounts are placcd to the débit of profit 
and loss account. 

4, Cash Account with Biunciies*— The title of tins 
elass of accounts is suffieiently explanatory. I xvill only 
observe, fhat in sonie banks eaeh b ranch keeps a distinct 
cash account xvîtlx every other branche and with the several 
agents of the bank with whom it may bave transactions. 
But, in other banks, each brandi passes ail its transactions 
tlirough its cash account with the head office, It débits 
the head office for wliatever it may remit to either a 
brandi or an agent, and it crédits the head office for what- 
ever s unis it may reçoive from a brandi or an agent. 

5, P rop rie tous* Accounts. — This elass of accounts 
refers to the internai operations of the bank, 

Paid-ut Capital. —If tlie capital bas been paid up at 
different times, tins account may be divided into ff First 
Inst aiment/ 1 Second Instalment/ J ff Third Inst ai¬ 

ment,” 

P B.ELBI IN Ail Y ExpENSES. — Several joint - stock banks 
hâve p as se d to an account of tliis sort the expansé of 
forming the company ; and thèse expenses are discliar g ed 
Out of the profits, by equal portions, in the course of five 
or ten year s. This is considered a more équitable mode 
than to pay tliese expenses out of the profits of the first 
two or threc year s, 

x 2 
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Surplus Fund. — When the wliole of the animal 
profits are not divided am ong the partners or proprietors, 
the surplus is transferred to an account, called cs Surplus 
Fund/* where it remains for the purpose of being applied 
to meet any losses or contingences tliat may occur in 
after years. 

Profit and Loss.— To the crédit of tins account is 
placed aU in ter est and commission received; and to the 
débit is placed ail interest paicL These entries are made 
at the time the transactions occur» Àt the end of the 
year tins account is créditéd for ail the profits tliat bave 
been made during the year upon Government Stocks 
Exchequer Bills, &e., and is debited with the several 
items of expenditure, The Profit and Loss Account may 
bc subdivided into several accountSj as ff Interest Ee- 
ceived on Bills Discount ed/’ ff Commission Rêceived,” 
ff Interest Paid on Deposit Eoceipts/' ff Charge for 
Àgency/ 1 &c, &c, When it is not tlius divided* a com¬ 
plété abstract of the account should be made out at the 
end of the year. 

General Account oe Cash» —The introduction of 
this account makes the General-Le dger a perfect check 
upon the other bûoks. For hy this means the total of ail 
the balances of the débit side of the General-Ledger arc 
eqnal to the total of ail the balances of the crédit si de* 
To the débit of this account is passed* every day, the 
total amount of the crédit side of the Day-Book ; and the 
account is crédit ed for the amount of the débit side of the 
Day-Book ; consequently, the balance of this account vrill 
be ahvays on the débit side, and will be eqnal to the différ¬ 
ence between the sum of ail the other débit balances, and 
the sum of the crédit balances ; tliat is, it will show the 
amount of cash in the bank. The General-Ledger is 
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always kept on the progressive plan,* so that the balance 
of any account can be se en upon inspection ; and its pro- 
gress frorn any past period can bc distinctly and readily 
traced. 

Y II .—Periodical Balances . 


Daily Balance. —It is well known that bankers try 
tlieir balance at the close of tbeir business every night, 
witli a view of corrccting any errors that may bave oc- 
curred during the day. The process is very easy. If to 
the amouiit of the Cash-Book last night, we add the 
amount of the cash received to-day> and dcduct the amount 
of the cash we h ave paid, the remainder will be tlie 
amount of the Cash-Book to-night. If, on trial, we find 
this is not the case, tbere must be s orne error. Suppose, 
for instance, the Cash-Book last night amounted to 
100,000/., and we hâve received 40,000/. and paid 50,000/, 
to-day, then will the Cash-Book to-night amount to 
90,000/. The trial stands thus :—- 


Cash-Book last nîglit,... £100,00(1 
Eemyed-Dây-Boük 40,000 

£140,000 


Paid-Day Book __£50,000 

Cash-Book to-night _ 90,000 

£140,000 


The dailv balance, tlierefore, is nothing more than the 
balance of the Day-Book ; and the only books eniployed 
are the Day-Book and the Cash-Book. But as these books, 
when finally closed, include the amount of several other 
books, tlie trial is usually made (for tlie purposc of avoid- 
ing alterations) on a half-sheet of paper, called the trial 
paper, previous to those entries being made, and then the 
amount s of tkese several books are State d separately, in 
the foliowin g manner :— 

* Sec page 290. 
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Dr. 

Amonnt of Cash-Book las t 

nighfc..... 

[This is usually callcd thé 
Beat] 

Do. of Ïlecehed-Day- 

Book.. 

Do. of Bill-Journal ..... 
Do. of Discount - Journ&l 


Am omit of Paid-Day-Dpok 
Do. of Œeatmg-in-Bolk # 
Do, of Balance * of the 

Clearing.. 

Do,of Cask-Bookto-niglit 
Do. of Balance of Monej- 

Book . 

Do, of DiscounkEegister 


The balance of the clearing f is always to the crédit of 
the liouse ; for, if the clearing a takes ont,” then the bank 
notes paid away at the Clearing-house are entered in con¬ 
tinuation of the clearing-out; so that, in this case, the 
balance is usually thrown a small sum on the otlier side. 
AV h en the clearing is finally closcd, the notes forming this 
balance are entered in continuation of the clearing-in, and 
subséquent!y in the Cash-Book. The notes entered in the 
clearing-out are, of cours not entered in the Cash-Book. 

Weeklt Balances. — The daily balance checks the 
Wastc-Books, the Discount-Eègister^ the Jouraals, the 
Day-Booksj the Xiists, and the Money-Books. If any 
errors oc cm’ in any of these books throughout the day the 
balance will be wrong. But the daily balance does not 
check the Current-Accouiit-lèdgerj tliough this is the 
most important book of ail. The Ledger is therefore 
ff marked every mornîng against the Day-Book, the 
Bill-Jonrnalj and the Clearing-in-Book : but this is not a 
siifficient chcek. Ilcnce the balances of ail tlie accounts 
in the Current-Àccomit-Ledger should be taken off weekly 
in a book called the Current-Accoimt-B alancc-Book^ and 
added together^ and the amount raade to agrée wîth the 

* Wlicn a bank does not “ clear^ these items arc of course omitted. 

f Por an account of the books in the clearing dcparfcmcnt, sec tlic 
section on London Bankers. 
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balance of ff carrent aecountsin the Genéral-Ledger. 
This is usually doue by the London bankcrs cpiarterly or 
half-yearly. When the Lcdger is kept on tlie progres¬ 
sive plan j it may be donc wcekly witliout mu ch trouble. 
Tlie Carrent-Accourit-B alance-Book” should bc ruled 
so that the naines of the parties having aecounts may be 
placed under one another at the leffc-hand, and ail the 
rest of the left-hand page, and the whole of the right- 
liand page,, divided into double cash colnmns : onc column 
for the balances of the aecounts when in cash, and the 
other for the balances overdrawn. On this plan it will 
not be necessary to write the naines more than once in 
seven weeks. 

In the sanie way tlie balances of the Discount-Ledger 
sliould be taken off weekly in the £C I) iscount-Balance- 
Book/* The balances of the General-Ledger are also 
taken off weekly in tlie GenerabBaknee-Book” in the 
way ï baye already described. 

Hale-Yeaely Balance. —Tlie weekly balancing of the 
Lcdger does not preclude the necessity for a half-yearly 
balance. The usual days for balancing are tlie last days 
of June and Dceember* Some banks, however, balance 
on the lad Baturday in dune and Dccember, and otliers 
on tlie 30th of June and on Christmas-eÿè, On tlie 
balancing day tlie following operations arc passed througli 
tlie boots:—1, The cnrrent aecounts will be debited for 
any interest or commission that may be due from the 
party to the bank —2* The Cnrrent-Account-Lcdger will 
bc balanced ? and the balance will bc brought down as tlie 
commencement of the transactions of the ensuing lialf- 
year.—3, The eustomers' boots must be balanced, and 
made to agréé with the Current - Account-Lcdger.—4. The 
interest due upon the ont standing déposit receipts must 
bc calculatedj and tlie sams added together,—5. The 
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G-eneral-Ledger rnust be balanced, and at the December 
balance tlie amount standing to tlic débit of thc several 
classes of expcnditure rnust be passed to tlie crédit of 
tliose accounts, and to tlie débit of profit and loss ace omit, 
and tlie several sums of profit that bave been realized upon 
Government stock, India bonds, are transferred to tlie 

crédit of profit and loss accoimt. 

For eaeli bal f-y car a book inust bc provided to be callcd 
the Ilalf-Yearly-Balance-Eook* Tins book ivill contam 
the following cntries 

L À babmce-sheet sbowing the balances of tbc respec¬ 
tive accounts in tbe General-Ledger in the saine ivay as 
the weokly balance sheet*— 2. À debtor and créditer 
balanee-slieet, slimving tlie exact condition of tbe bank,— 
3, An abstract of the profit and loss aecount,—4. À list 
of ail tbe balances of tbe carrent accounts*’—fi* À list of 
ail thc outstanding deposit rcceipts, and tbc interest due 
upon cacln—6* À list of ail discounted bills current f i. e, 
bills net y et due.-—7. A list of ail deposited bills current. 
—8, À list of ail otber securïtics, dïstinguishmg tlrosc 
that bel on g to thc bank from tbose that are lodged by its 
customers* 

The debtor and créditer balance-sbcet will eontain thc 
sanie amounts as the balance-shcct of tlie Genoral-Ledger^ 
(sec page 303,) but diffçrently arranged* Tbey may bo 
disposed according to tlie following form — 
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The abstract of the profit and loss account may bc xnade 
ont in the folio wing form :—■ 


Abstract of Profit and Loss Accountrom Jan. X, to Dec, 31, 

Dr. Gr. 

To Bank Promises .... 
Emmture 

lient .... 

Salaries . 

Stationery 
Ineidental Ex- 
penses.,,. 

Total Expenses . 

Loss on bad Bills, £c. 
Balance in faveur of 
the Bank .... 




By Interest on Bills 
discounted. 

By Interest on Loans. 

By Commission on 
Carrent Àccounts... 

By Profit on Exclie- 
qnor BiJis, &c. __ 
















Ât the end of the year the final balance of the profit 
and loss account is transfer red to otlier account s according 
to tlie purposes to which it is to be applied. If intended 
to bc held as a u surplus fund ; " it is transferred to that 
account. If intended to bc divîdcd among tlie proprietors, 
it is transferred to a ff dividend account/" which is raised 
for that purpose. If the balance of the profit and loss 
account sliould he against tlie bank, tlien it must remain 
on the wrong si de" tmtil further profits si ntl 1 turn the 
balance tlie other way. 

B c skies the Looks connected with the business of hank- 
ing, every joint-stock bank will require, 

1. A SHiKÊHOUDEBs^REGlSTER.—In tliis Look the naines 
of the sharéholders are entered chronologieally in the 
order in which they b écorné sliar eh obiers. The entry in- 
éludés the date, tlie naine, résidence, numher of shares, 
and sum paid. 
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2, TeaNSÉER-Eegtstee,— I n this book are entered tîie 
transfer of sharcs from one proprietor to another. The 
cntry in éludés date of transfer, from ivhom transferred, 
residencOj ledger-falio, to wliom transferre d, résidence, 
pur chase-money, transfer stamp. 

If a proprietôr in a joint-stock bank wishes to dispose 
of his shares, he directs a stock-broker to sell tliem in the 
market, Àftcr tlie sale the broker gives notice to the 
directors of the bank in tlie following form 


London^ the àay of 18 

To the Directors of Banking Company* 

Gentlemen , 

Die are to préparé the necessarg document for transferring 
ShareS) from the mme of of 

to of 

the consîderaiîoiifor which 

Bïares is B 


The deed of transfer is then made ont aecording to a 
printed form prepared by tlie bank, This agreement is 
liable to a stamp duty, varying aecording to the amount 
of the pur chas e-m on ey, When sharcs are transferre cl for 
a nominal considération, say hvc or ten shilling®; the 
stamp duty is thirty shillings. 

The foÏÏow in g is tlie scalc of stamp duties upon the 
transfer of sliares in joint-stock banks 


Wlieà tlie purchase moncy 

is under £20 

£0 

10 

Tor £20 and tindèr 

50 ... 

1 

0 

GO ... 

150 ... 

1 

10 

150 . 

300 

2 

0 

300 . 

GOO ... 

3 

0 

500 tP . 

750 ... 

6 

0 

750 . 

_ 1,000 ... 

9 

0 

1,000 . 

... 2,000 ... 

12 

0 
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£2,000 and under 

£3,000 

... £25 

0 

3,000 „. 

... 4,000 

... 35 

0 

4,000 ... ... 

... 5,000 

... 45 

0 

5,000 ... ... 

... 6,000 

... 55 

0 

6,000 ... ... 

... 7,000 

... 65 

0 

7,000 . 

... 8,000 

75 

0 

8,000 . 

... 9,000 

... 85 

0 

9,000 ... ... 

... 10,000 

... 95 

0 


The bank charges a fee of one shilling per share upon 
five shares or ahoye for making tlic transfert and two shil¬ 
lings and sixpenee per sliare for any number less tlian hvc 
shares. Where there is no pecuniary considération the 
charge is ton shillings for eaeh transfer. 

3, PiiOPRïBTORS’-LEnGEE,—In this ledger eacli proprictor 
lias an account open, in the same way as in a cash-lédger* 
He is creditcd for the nntnber of shares ; and an entry is 
made of the different instalments he may pay. Whcn he 
selîs or transfers his shares, lie is debited the shares, and 
they are placed to the crédit of the party who may hâve 
purchased tlicm. The entry includes the date, number 
of register, calls and transféra, number of shares, and 
amoirnt, 

III. We shall now consider those Improvements of 
Tvhieh the aboyé System is capable, so as to render it more 
efficient in large establishments. 

As a Bank increases its business, it becornes of import¬ 
ance to improve its System of book-keeping, and to adopt 
mcans of inereasing the efficieney of its clerks. À large 
establishment can generally be conducted with a le s s pro- 
poriionaie number of hands than a small one. It ad mit s 
of a more extensive application of the prineiple of a 
division of labour. In a small bank, one clerk may fceep 
two or three books of varions kinds, or perliaps act as 
bofch cashier and accountant. But in a large bank, eaeh 
clerk is in general kept wholiy to one cmployment. The 
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effects of tins séparation of occupations is tlie sarne in 
banlcs as in manufactories 3 and the description of tlies 3 
effects given b y Adam Smith will eqnally apply to both 
cases* 

(i Tlie great incrcase m tlie qnantity of work wilich, in conséquence of 
the division of labour, the same mimber of pcople arc capable of per- 
fonning, is owing to three différent eireumstances ; first, to the increase 
of dexterity in every particular workman; sccondly, to the saving of 
time winch is commonly lost in passing from onc specics of work to 
another ; and lastly, to the invention of a great numher of machines 
whieh facilitatc and abridge labour, and enable 011 e man to do the work 
of many,” 

The increase of dexterity b y constant practice is very 
observable in the practice of ({ casting up. ,J À clerk who 
is mncli accustomed to this operation will cast up a long 
coliimn of figures witli singular quickness and accnracy. 
It is also very observable in calling over/ J Besides, 
owing to the abbreviations wg hâve mentioncd in p. 280, 
a clerk in calling over will speak so rapidly tbat an 
impractised ear will hardly be able to foliow him. Mr. 
Babbage gives the following instance of great dexterity 
acquit 1 ed by practice 

Upon an occasion when a large amoimt of bank notes was required, 
a clerk in the Bank of England signe d lus name, consi sting of seven 
Jettera ineluding the Initial of his Christian name, ôve thousand three 
lumdred tunes during eleven working hours, and lie also arranged the 
notes lie had signe d in parcels of fifty each.* 7# 

The loss of time in passing from one operation to 
another is as obvions in mental processes as in those 
whieh are purely mecbanical. 

“ When the luim an hand or the hum an head lias been for sonie time 
occupicd in any kind of work, it Cannüt instantly change its cmployment 
with full cffcct- Tlie muscles of the limbs employée! hâve aequired a 
flexibility during their exertion, and those to be put into action a stifT- 
ness during test, whieh renders every change slow and uncqual in tlie 


* The Economy of Mactiinery and Manufactures* 
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commencement. Â similar resuit seems to take place în auy changé 
of mental exertioû ; tlie attention bestowod on the new subjcct is 
not so perfeefc at tlie fîrst commencement as it bccomeS after some 
exercise/ 1 # 

The invention of expédients for facilitating and abridging 
labour is also as common in a bank as in a maniifactory, 

Mr. Francis lias record ed, in bis History of tlie Bank of 
Engl and j a variety of improvenients introduced into that 
establishment by Mr. William Eae Smee^ a son of the 
cliief acco un tarit. 

He proposed an alteration in the chèque office^ by which 
lie stated that tlie wprk which employed three principals 
and twenty-one clerks would he donc more effectually hy 
two principals and seven clerks. In the circulation de- 
part ment, the posting whieh formerly took fifty now 
employa oui y eight clerks. And the whole of that départ¬ 
aient, if now coud acte d upon the okl system, would pro- 
bahly rc quire nearly eight y additional assistants. In the 
National Debjs Office Mr, Smee introduced sneh measnres 
that the directors were cnabled so far to consult the 
accommodation of the public as to enable the transfers in 
the varions offices to he made eiglit or nine days later 
tlian usual, tlie business which fonnerly occupied about 
thirty-two days heing aecomplislied in ahont twenty- 
three." t 

Similar improvements hâve heen introduced into conu 
merekl hook-keeping, 

« The okl method of jouraalizing and posting each transaction sepa- 
ratcly thmecessarily swells the accounts in tlie ledger witli a multiplicity 
of ligures, wliich greatly incraases the difïiculhy oi balaneing, and, to say 
nothing of extra labour and loss of tirne, tlie liabüity to error is always 
jn proportion to the number of entries, and vice versa . If a lnmdred 


* Tlie Economy of Macliinery and Manufacturas, by Charles Babbage, 
| History of the Bank of England : its Times and Traditions ; by John 
Francis ; vol il p. 141. 
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suais are poatcd wlien. one would answer, then a Lundred chances of 
error ave tueur red where only one .was necessary j and in tlie event of an 
ervor in adjusting tlic accmmte, a liundred entries musfc be called over 
and csamined instead of one 

The expédients introduced to iraprove any System of 
book-keeping hâve for their object éithér tlie saving of 
time direct ly b y abbreviating tlie entries, or to save time 
indîreethj by new modes of preventing or deteeting error s. 
And it may be ob serve d, that a minute alteration, hardi y 
worthy of being adopted in a simili bank, where it 
would save but a few minutes a day, may bc very pro- 
perly adopted in a large establishment, Avhere the time 
saved would be in proportion to the greater extenl of 
business. Sometimes an entry may be shortened by 
omitting some of the partiçulars. Th us, where we hâve 
been aceustomed to enter with every bill—the name of the 
last iudorscr—the drawer and lus résidence—the accepter 
and his résidence—the date, term when due, and the 
amount—we may properly perhaps omit sonie of these 
items. Or -where wc hâve repeated the same entry 
in several books, îve may enter it in fewer books—or 
perhaps make tlie individual entries in only one book, and 
enter the total amount in the others—or, at other time s, 
the whole form of a book may be changed, and we may 
by a new arrangement obtain the same results more 
clearly and in less time. Àlmost every bank will occa- 
sionally makc sonie alteration of tliis kind as its business 
may require. And even each accountant bas usually 
some littlc expédients of his own for facilitating his daily 
operations. We will notice a few of those amendments 
that bave heen adopted with the view of saving time and 
labour in some of our banking establishments. 

Some large banks bavé adopted ff tlie horizontal System 

* Double Entry Elucidated, by B. F. Foster ; p, 18* 
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of book-keepihg/^ wliicli is in sonie respects an improve- 
ment on tlie System deseribed in tlie former éditions of 
tins work. The chief différence is in the mode of ruling 
tlie Itcccived and tlie Paid-Waste-Books, 

The Received-Waste-Book, instead of being ruled as 
described in p. 285, lias four cash eolumns, three at the 
left hand as you face the book, and the fourth at the right 
hand| with a space between the third and the fourth. The 
different items of a crédit entry, instead of being plaeed 
under one another, as in tlie former System, will be plaeed 
sc p ara tel y in the first three eolumns, and the total in 
the fourth column. Thus, if a soin of 5437 . 10 ,?. 7d* 
be recelved from Mr. Smith, and this sum consista of 
ZL IQs, 7 d. in coin or money, 100/. in a Bank of En gland 
note, and 440 /. in a chèque on Jones, Loyd & Co,, the 
entry will stand tlius :— 


Money. 

Biink 

Notes- 

Sundriei. 

Name. 

Total. 

£ 

s. 

d . 

£ 

£ 


d . 

Smitli. 

£ ; 


d ♦ 

3 

10 

7 

100 

440 

0 

0 

Jones, Lajd & Cq, 

541 

10 

7 


Thus it is seen that tlie first column is for money, the 
second column for bank notes, and the third colnmn for 
ff sundries ; îy tliat is, for ail other articles ; and thèse three 
colutnns arc added together " horizontally/ J and the total 
brouglit ont into the fourth cash column at the right liand. 
It will be observée!, that tlie cashier lias to add tlie items 
together, not longways, but crossways—not longittidinally, 
but rt horizontally. JJ Âfter a littlc practice one way is 
just as easy as the other. 

Some cashiers prefer havimg two eolumns only at the 
left hand, and two at the right hand, with the space 
between tlie second and third column, as the numbers 
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of the bank notes, and the names of the bankers on 
whora the chèques are drawn, eau thon he placed on 
the saine line ; but this is not a matter of much con¬ 
séquence. 

Now, if you cast up” the first left-hand eolumn, you 
will hâve at the close of the day the total amornit of 
money, le. coin, received during the day. If you cast 
up the second eolumn, you will hâve tlie total amount 
of bank notes. The third eolumn will give the total 
amount of “ sundries.” And the amount of these three 
columns together will be equal to the fourth eolumn, con- 
taining the total amount of the crédits. If this should 
not bc the case, there nrust be some error, which must 
be discovered forthwith. Thus the Horizontal-Keceived- 
Waste-Book is a check upon itsclf. As soon as the 
cashier gets to the bottom of a page, he casts up his book, 
and secs that the three columns are exactly equal to the 
fourth. Thus he keeps his book right as he gocs on, 
^ hereas, in the former system, any error in the Received- 
Waste-Book would not be discovered till the General 
Balance was tried at the close of business, and not then, 
perliaps, until after a long course of ff marking off. w 

To simplify my explanation, I hâve described the 
Keceivcd-\\ aste-Book as having only four cash columns, 
and these are perhaps enough for a small bank. But large 
establishments hâve sometimes seven or cight, perchancc 
m the following order:—1. Money, le. coin. 2. Bank 
notes. 3. Parcels of bank notes, called sundries. 4. 
Country notes. 5. Checks ou clearing bankers. 6. Checks 
on bankers who do not clear. 7. Checks on our own 

bank, - a space, 8. The total amount of the 

crédit, 

llie H orizontal-Paid-Waste-Book is ruled with three 
cash columns. One to tlie left for the amount of the 


Y 
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chèque paie! ; then an open spacc for tlie namc ; then a 
column for the bank notes, and another for the money, 
i.e. coin- The London bankers do not pay away any 
bills or country notes in exchange for chèques, but 
only Bank of England notes and coin. The entry stands 
thus:— 


Amount of 

N aine, an il 

Bank 

Money. 

Chèque. 


No. uf Bank Note. 

Mutes. 



£ 

s* 



£ 

£ 

s, J d. 

101 

1 

3 

Wliite. 11-73. 

100 

1 

4 3 

l 1 


The amount of the columns containing the bank notes 
and the money will of course he cqual to the column con¬ 
taining the amount of the chèques. And thus tins Paid- 
Wastc-Book contains a check upon itself. 

The Horizontal-Paid- W as te - B ook may hâve at the left 
hand two cash columns, one for the town and the otlier 
for the country departments, and also a separate column 
for the country notes ; thus :—- 



Tins prevents the necessity for having hoth a Town and 
a Country Paid-Waste-Boolt, while the two departments 
are still kept distinct. The country notes are also sepa- 
rated, and ean he cliecked by themselves. When ail are 
added together, the total of the threc columns at the left 
must be cqual in amount to the total of the two columns 
at the right hand. The articles paid must be equal to 
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thc bank notes and money whicli were issued in pay- 
raent. 

We shall now point ont some of the advantages of tlic 
horizontal System of keeping the Waste-Books. 

First* À s ail the receipts and payments of money* L e. 
coin, are entered individually in the Reeeived and Paid 
Waste-BookSj and tlic amounts added tog ether, it will 
not be necessary that tliese sums be copied individually 
into the Money-Book. The total amount only of eacli 
eolumn is entered in the Money-Book at the close of the 
day's business., and the Money-Book is balanccd, Thus^ 
ail the time employéd in making the entries individually 
in the Money-Book is saved. 

Sccondly. As ail the crédits to current accounts are 
added together in the Received-Waste-Book, it is not 
necessary they should be entered individually in the Day- 
Book. They cari be individually posted direct into the 
Ledgerj and the total only be entered in the Day-Book. 
The same remark 'will apply to the Paid-Waste-Book* 
This is another saving of time and labour* 

Thirdly. Every Waste-Book, as we hâve alrcady in- 
timated, is a check upon itself. We hâve spoken of a 
Receivcd-Waste-Book and a Paid-Waste-Book as though 
a hank had but one—and in small hanlcs this is the case. 
But in large banks, there are seven or eight cashiers or 
more, eaeh having a Received-Waste-Book and a Paid* 
Waste-Book for the town department, and another 
Received-Waste-Book and Paid-Waste-Book for tlie eoun- 
try departmentj with a S upplementary-Received-Waste- 
Book; and a Supplementary-Paid-Waste-Book^ and a 
Money-Book besides. Now^ it is a great advantage to 
bave the means of keeping ail tliese books free from errors 
during the da j } and to know at night that they are ait 
correct. If the "/Balance” be wrong, the field of inquiry 

Y 2 
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is thus ver y much limited, and thc time that wonld othcr- 
wise be em ployéd in check ing the Waste-Books is dcvoted 
to tlie examination of the other Looks oi the bank. 

Fourthly. This plan gives the me ans of checiking sepa- 
rately those items tliat hâve a column appropriated to 
them. Take, for example, the column of Bank notes. If 
we add to the amount of bank notes on hand last night 
thc amount received to-day, and deduct the amount paid 
away, the remainder should be the amount on hand to- 
night. When this is thc case the bank notes are right. 
In the saine way we may check the money columns, the 
clearing columns, &c. Thus, when the trial balance is 
wrong, we can check these items separately, and thus more 
rcadily discover the error. Without this expédient we 
should hâve to “ mark off ” the whole business of the day. 

It will bc observed that the above Waste-Books refer 
only to receipts and payments on current accounts. Ail 
other receipts and payments are entered in a Supple- 
m entary- Receipt- B ook and a Supplementary-Paid-Book. 
These books are ruled in the same way as the other Waste- 
Books, and they embody entries in connexion with de- 
posit receipts, received or paid, crédits or débits to interest 
accounts, débits to salaries, taxes, incidental accounts, 
&c. &c. Ail these items are thon entered in the Bay- 
Book, from whence they are posted into the (Icneral- 
Ledger. A book is also providcd, usually callcd a Trans- 
fer-Book, in wliich are entered ail the chèques on the 
bank paid in by other customers, as these merely cause a 
transfer of the amount from one customer to another. 

Books which are designed chiefly as registres or sum- 
marics should be kept on the horizontal System. Thus, a 
London bank which keeps an account with the Bank of 
Engiaud, will hâve to lodge to its crédit notes, gold, s il ver, 
post-bills, chèques, dividend warrants, &c. 
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To kcep a registry of tliis^ a book may be openecl hori- 
zontally—the first colamn at the left liand being the date, 
and then tliese words being entered over separate coiumn®, 
at the top of the page ; afterwards a coluinn for the total 
araount of ail tliese items—tben a crédit coiumn for the 
chèques drawn each day—and then the daily balance. If 
this book be made of such a size as to contain about thirty 
lines, then each page will contain the transactions of a 
nionth. And, by acid in g up the columns, the figures at 
the hottom of the page will show the separate amounts of 
notes, gold, silver, &c, paid into the Bank of England in 
the cornue of a montli. B y comparing the different pages, 
it will be seen on what mont lis the larges t, or tlic smallcst 
sums are paid into thc barik. 

In constructing Tables it is also b est to folio w the hori¬ 
zontal System. Thus, to kcep a record of the weekly 
rctnms of thc Bank of England, it is best to arrange tlie 
items into columns, with the headîng at the top of each 
coiumn—thc fïrst coiumn containing the dates of the 
several returns. It will then be easy to trace the fluctua¬ 
tions m any one item ; such, for instance, as the ff Public 
Deposits,” “the Private Deposits/ J “the Rest,” &c, &c. 
Some of the llcturns publishcd in the Àppendix to thc 
Parliamentary Evidence of 1847, hâve hcen arranged on 
this principle, 

We will now notice somc farther improvements that 
bave sometimes heen adopted by large banks in their 
system of book-keeping, The grcat object of ail tliese 
improvements is, as we bave already mentioned, either to 
s ave tirne directly, in makîng the en tries, or indircctly, 
by preventing or discovering errors. Tliese are— 

1. The abolition of the Discount-Register, Here the 
bills are entered at once in the Discount-Ledger, under 
thc naines of the respective parties for whom tlioy are 
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discounted ; and the total amount of hills discounted each 
day is entered m the Day-Book, from tlie Intereèt-Book, 
which contai ns the calculations of discount. The only 
objection to tins plan ri, that the space in the Diseount- 
Lcdger does not admit of so full a description of the bill 
as is usually given in the Discount-Regriier. The Bill- 
Régis ter is also abolislied in the same way* 

2 . The adoption of a Check-Ledger facilitâtes the dis- 
covery of errors, and tlms diminishes the time employed 
in searching for them. Though this book is called a 
Check-Ledgerj it is not kept ledger-wise* It is ruled with 
a cash cohimn on each side the page* In the column 
opposite yonr left hand you enter,, from tlic chèques them- 
selves, ail the chèques paid during the day* In the right- 
liand column you enter from the Reeeived-Waste-Books 
ail the crédits of the day* When you add up these two 
colunms, they mil of course agréé with the amounts of 
the Paid - W as t c- B o ok and the Received-Waste-Book* Thus 
the accuracy of the Check-Ledger is insured* Now, where 
the balances of the Carrent-Account-Ledger arc checked 
every week, you employ the Check-Ledger to test tlieir 
accuracy in this w&y. If to the amount of the balances o± 
the Current-Àccount-Ledger last week, you add the total 
crédits entered in the Check-Ledger during the week, and 
deduct the total débits entered in the Check-Ledger during 
the week, the romainder will show the total amount of tlie 
balances of the Current-Account-Ledger for the présent 
week* Each Current-Àccount-Ledger will bave a Check- 
Ledger, and thus each Ledger will be checked sépara tel y, 
so that when the total balance is wrong, it will at once bc 
scen in which Ledger the error lias occurred* 

Time is s omet i me s lost by a clerk taking up tlic wrong 
book—ope ni n g it, putting it down, and then taking up the 
right onc. À cas hier, for instance, will sometlmes takc up 
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the Paid-Waste - Book instead of the Received-Waste- 
Book. To prevent tlris, the two books may hâve covers of 
different colours —one whïte, the other green. Time may 
bc lost by two clerks wanting the same book at the same 
time. The ledger-keeper may want to post from the 
Received-Waste-Book when the cashier is iising it. To 
prevent tins, there may be two sets of Waste-Books—one 
for Mondays, Wednesdays, and Fridays, and the other for 
Tuesdays, Thursdays, and Saturdays ; and* to prevent mis- 
takesj the names of the days should be written in large 
letters on the covers of the books. 

IV. We will now make a comparison between the System 
of Book-keeping practised by Mer chant s, and that prae- 
tised by Bankers. 

The merchants hâve their Waste-Bock, Journal, Ledger. 
The bankers hâve their Waste-Book, Day-Book, Ledger. 

In both cases the Waste-Book is the book in wliicli 
transactions are hrst entered. But tliis book is capable 
of subdivision : it contains a record of varions transactions^ 
some of which may be entered in separatc books. Bankers 
bave their Received, Paul, and Supplémentary Waste- 
Books ; also their Deposit-Receipt-Book, Discount-Regis- 
ters, and other books subsidiary to the Waste-Book, So 
merchants bave their Waste-Book subdivided into varions 
booksj according to the nature of the transactions. There 
is the Xnvoicc-Book, containing an account of ail goods 
pnrehased ; the Sales-Book, containing an account of ail 
goods soit! ; a book for'“Bills Reccivable” containing a 
Hst of ail bÛls in the merchanfs hands, which when duc 
he will reeeive ; another for bills payable, containing a Hst 
of ail bills he bas accepted, and which when due he will 
have to pay ; a Cash-Book, containing an account of alî 
cash he reeeives or pays away ; and se ver al others, varying 
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according to tbe character and extent of the business, 
Now ail these subdivisions of the mercbant's Waste-Book 
resemblc those of the banker^s in two things—firat, they 
are ail kept chronologicaïïy —they contain a record of tbe 
transactions in the order of time in which they occixrred : 
and, secondly, ail the transactions thus recorded must 
afterwardsj upon tbe System of double eutry, pass, either 
individually or in totals, through tbe book udiich mer- 
chants caD a Journal, and bankers call a Day-Book. 

The words " Journaland “Day-Book” hâve tbe same 
meaning j and in this instance tlie use of tbe two books is 
similar. But in the mcrcbant 5 s Journal individuel trans¬ 
actions may bc entered, wbile in the bankcr's Day-Book 
tbey are always entered in totals. Thus the total amount 
of t€ Bills Discounted,” and the total amount of crédits 
and payments on current accounts, are entered in tbe 
Day-Book, but not the individual items, Another différ¬ 
ence isj that o ver eaeh entry in the mer chant J s Journal y ou 
State to what account it is to be posted; for every entry 
is posted to two accounts—to the débit of one account, 
and to the crédit of the other. And tins is denoted by 
Dr, being placed before the name of the account to be 
debited, Thus, if a marchant buys sonie goods for readv 
money, the Journal entry is preceded by— 

Goods Br. to Cash ; 

implying that the account Goods" is to be debited, and 
the account fc Cash” to be credited. On tbe other hand, 
if be sells goods for ready money, the transaction will be 
journalized thus ;— 

Cash Br. to Goods. 

If he sells goods upon crédit to John Brown, it will be— 

John Brown Br. to Goods ; 

If he sells goods for a bill of exchange, it will be— 

Bills Receimhle Br. to Goods. 
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If he scnds goods abroad, as a spéculation, in tlie ship 
Âdventmre, lie may raise an accounfc for the shipj and say— 

Ship Adventure Dr. io Goods. 

The entries in the hanter*s Day-Book are made daily, 
but the entries in the mcrchant's Journal are generally 
made once a month, 

Tiib Ledgee.—Wc hâve stated that in the mer chant* s 
Lcdger every entry is made twice— one account being 
débit ed, and anotlxcr credited—and the se two aceounts 
are indicated in the Journal, Tins is what is called book- 
keeping by double entry. If it be asked, whether bankers 
keep fheir books b y double entry ?—the answer is, that 
those tankers who hâve no General-Ledger (and this is 
the case with not a few of the private bankers) do not 
keep their books by double entry, The Cnrrent-Àccount- 
Ledger is not kept by double entry, It contains none but 
Personal aceounts, and its accuracy is tested only by the 
periodical balancings. The bankers Ledger, that cor¬ 
responds in this respect with the mer chant* s Ledger, is 
not the Current-Àccount-Ledger, but the General-Ledger, 
This is kept by double entry. In a ledger kept by double 
entry, the sum of ail the débit balances will be equal to 
the sum of ail the crédit balances ; and the sum of ail the 
débit amounts will be equal to the sum of ail the crédit 
amounts. Wh.cn this is not the case there is an error in 
sonie of the aceounts. This is the case with the bankcr*s 
General-Ledger. But, as the transactions are not posted 
individually, but only in totals, the double entry does not 
appear ou the face of the aceounts. Thus, if a bill be 
discounted for a eustorner, and the amount placcd to the 
crédit of his carrent account, the Journal entry, on the 
principle of mercantile book-keeping, would stand thus :— 

Bilis Discounted Dr. io Curreni Aceounts. 
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But the bill discouuted is placed to the débit of the ac- 
count of rf Bills Discounted/ J in a total of ail the bills dis- 
counted on that day. And the amount is placed fo the 
crédit of Carrent Accounts, in the total of ail the sums 
received to the crédit of Carrent Accounts on that day. 
Thus, the double entry/' though cqiially real, is not so 
apparent as though the transactions were posted indi- 
vidmüly, 

So, again, if a country banker should discount a bill, 
and the customer ask for a draft on his agent in London, 
the Journal entry, on the commercial System, would stand 
tlms :—- 

Bills Büûounted Dr. to Drafts m London . 

It would go to the débit of " Bills Discounted/' in the 
total of ail the bills discounted that day, and it would go 
to the crédit of Drafts on London/' in the total of ail 
tlie drafts on London issued on that day. 

The accounts in a mcrchant J s ledger are usnaOy elas- 
sificd into Personal Accounts, Real Accounts, and Profit 
and Loss Accounts. The Personal Accounts are the ac- 
counts of persons who may owe the mcrchant moncy, or 
to whom he may owe money. The Real Accounts are 
accounts denoting property, sueh as cash, bills rcceivable, 
bills payable, merchandise, ship adventure, &c. The Profit 
and Loss Accounts are rent, commissions, expenses, and 
ail otlier accounts which are ultimatcly transferred to the 
débit or the crédit of the Profit and Loss Account. 

The banker’s General-Ledger has no Personal Ac¬ 
counts, as tliese are ail kept in the Curront-Account- 
Ledger. The usual accounts are those X hâve enumerated 
in page 303, and are ail cither Real Accounts or Profit 
and Loss Accounts. 

Tt would bc quite possible (but not désirable) to intro- 
ducc ail the Personal Accounts into the bankcr’s General- 
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Ledger, and thus to form tlie Current-Account-Ledger 
and the General-Ledger into eue, and keep tlie whole b y 
double entry. In this case we sliould omit the totale of 
Cnrrent Àceounts, now introduced into the General- 
Ledger, and insert every transaction individually. If John 
Brown drew a choque on the batik, thé Journal entry 
would stand thus 

John- Brown Br. to Cash. 

And if hc paid in money to his crédit, the Journal entry 
would stand thus :— 

Cash Br. to John Brown. 

Âll the entries passée! to the Dr. and Cr, of these Per¬ 
sonal Àceounts would of course pass to the Cr. and Dr. 
of Cash, Indeed, ail the entries to the Div and Cr, of 
Cash would he the same as are now made in the Check- 
Ledger, except that the dcbtor colrann would be called 
créditer, and the créditer colunm would hé called debtor. 
By the use of sueh a Check-Ledger as we bave deseribed, 
page 325, (for there are varions kînds of Check-Ledgers,) 
the Current Àceounts are virtnally kept hy double entry ; 
and wé hâve the additional advantage that, when there 
are more than one Ledger, we are enabled to chcck eaeli 
Ledger separately. 

To accountants in banks whore a General-Ledger is not 
kept, it appears strange that Cash ** shonld be credited 
for money which is paid away , and débited for money 
which is rcceived. But this strangeness will vanish, if for 
the word f *Caslithey would hx in their mind the word 
« Cashier ” If they had an account with a cashier, they 
would of course débit him, as tlicy do their banker, for 
ail mornes they paid into his hands, and crédit him for ail 
munies they drew out. And the différence between the 
amounts of these débits and crédits would he the balance 
either in tlieir faveur, or against them. 
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In. thns comparing the commercial and tlie banking 
Systems of book-keeping, I bave hitherto supposed tbat 
ail mer chants keep tlicir books by double entry. But this 
is not always the case with the smaller houses. And then 
thdr System more nearly resembles the System of those 
bankers who do not keep a General-Ledger* 

ff In keeping books by single entry, tlie Daily-Books are 
kept in tlie saine manner as in double entry, witli the 
exception of a cobomi of reference to the Ledger in each 
bock, which takes the place of a column of reference in 
tlie Journal—this bookbeing dispensed with. The entries 
are posted direetly from the Paily-Books into the Ledger. 
In the Ledger, by single entry, strictly speaking, there 
ouglit to be only one kind of accounts ; namely, Personal 
Accounts, including ail persons to whom a mercliant be- 
cornes indebted, and ail persons wlio become indebted to 
him.” * 

It will be seen from this account, that, in mercantile 
book-keeping by single entry, the mer chant’s Ledger re- 
sembles the Current-Account-Ledger of the banker* In 
single entry the merchant dispenses altogether with bis 
Journal; but the banker usually retains his Day-Book, 
even when be does not keep a General-Ledger. But, in 
this case, the Day-Book contains only the débits and 
crédits, individually, of the Current Accounts, which are 
posted afterwards into the Cnrrent-Àcconnt-Ledger, In 
the horizontal System, as we bave stated, the débits and 
crédits of the current accounts are not entered indivi- 
dually in the Day-Book, but the total amounts are taken 
from the Paid and Beceived Waste-Books. 


* Wallace^ Pocket Guide to Commercial Book-Kccping. 
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SECTION XIII. 


BANKING CALCULATIONS, 


Wiien a bill is discounted, the party is créditée! for thé 
Ml amoiint, and debited for tbé interest, The interest is 
calculateel from the day on which thc bill is discounted to 
the time it falls due, The shortest way is to make use of 
an interest book ; but if it be donc witk the peu, the fol- 
lomng rule may be usefuh Multiply the amount of the 
bill by the number of days. To the product add one-third 
of itself, one-tenth of that third, and one-tenth of that 
ienth, Erom the total strike off four ligures to thc right 
for décimais. Tins will give the interest at 5 per cent, in 
pounds and décimal parts of a pound. The décimais are 
to he hrought into shillings and pence, by mnltiplying by 
twenty and tn r elve, The inter est of any snm at a different 
rate per cent, may be found in the same imy, if yon mul¬ 
tiply the principal by twice tbe rate of interest, and strike 
off five ligures for décimais instead of four. 

Eæample ,—It is required to hnd the interest of 500/. 
for ninety days at 5 and 3^ per cent. 
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£ 



500 principal. 


500 

principal 


90 nimiber of days. 

' 7 

twîoe tlic rate of inter est. 

l-3rd 

45000 


3500 


l-10th 

15000 


90 

number of days. 

l-10th 

1500 





150 

l-3rd 

315000 




1-lOÉh 

105000 



6-1650 

i-ioth 

10500 



30 


1050 



3-3300 


431550 



12 


30 



3-9600 


6-31000 





12 


Ànswer—fi/, 3 s. 3r/. at 5 per cent. 




4/. 6s. 3ûf, at 3 J per cent. 

3-72000 



It must be observed, btnvever, that this method of calcu¬ 
lation is not cxactly correct ; it produces nearly a fartlring 
too much on every 10/, of interest. In ealculating large 
sums^ therefore, the amount of these farthings must bc 
deducted, 

This mode of calculation is founded upon the rule, tliat 
Tvheneyër you hâve to divide by any nmnber under 100, 
you may divide by 100 ; after having added to the dividend 
such a proportion of itsclf as the différence between the 
divisor and 100 bcars to the divisor, the resuit wîll be the 
samc as though you had divided in the usual way, This 
rule is best explained by an example. 

Suppose you hâve to divide 2500 by 40, Now if 40 be 
subtracted from 100, there will remain 60, The propor¬ 
tion whieh 60 bears to 40 is 1£, If then yon add to the 
dividend 1 £ times itself, and divide by 100, you bave the 
quotient required : thus— 

2500 

2500 

1250 

62 50 Âasweiv 62h 
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Now then, to fin cl the interest upon any sum for one 
day, y ou may divide by 7,3QQ, or, striking olT the ciphers, 
by 73. Tlie number required to make up 100 is 27. 
What is the proportion between 27 and 73? If y ou take 
the tkird of 73, a tenth of that third, and a tenth of that 
tenth, you hâve something more than 27. And if you 
add to 73 one-third of itseïf, one tenth of that third, and 
onc-tenth of that tenth, y on vvill liave 100^, winch di- 
vided by 100 will give As the proportion is not 

exact, the interest given by the above rule will always be 
ï A ï7 th part too much, which is about a farthing in every 
10/. inter est* 

In taking the interest for any nuinbcr of months, it 
will be useful to remember that the interest of U. for one 
month at 5 per cent* is \d„ Thus the interest of 100/. 
for two month s is twiee a hundred pence, or 16s, 8 d. 
The interest upon shillings and pence is never taken into 
the aceount. If the fraction is more than 10s. it is re¬ 
gard cd as 1/.; and if it be less, it is not noticed. 

The interest for any number of months, at any rate per 
cent*, may be found by mnitiplying the number of months 
by the rate of interest: with this snm divide 1,200. By 
tins quotient divide the principal, and you have the in¬ 
terest required. 

Example .—What is the interest of 10,000/. at 4 per 
cent* for three months ? 4 multiplied by 3 gives 12— 

divide 1,200 by 12, and you bave 100 ; then divide 10,000 
by 100, and you have 100/ h , the interest required. 

To find the interest of any sum of money at 6 per cent, 
for any number of months.* 

Tliis and the subséquent rôles may be found illustrated iu Grossiers 
Iutellcctual Calculator, in krjer’s Mental Àritlnnetie, and in similar 
works. 
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Ride. —Mnltiply the number of pouncls by tbe number 
0 f inonths, eut off tbe unit figure, and the rcmainder is 
tbe answer in shillings. The unit figure multiplieü by 
1 \ will give the pence. 

Example.— What is the interest of 13,476/. 10s. 8 d. for 
0 inonths at 6 per cent, per anuum ? 

£ s. d. 

13,476 10 8 
0 

20) 80,859 4 0 
404 ■ 5 ■ 10 

Ilaving obtaincd the interest of any sum at 6 per cent., 
it is easy to find the interest at H, 2, 3, or 4 per cent, by 
taking h h h, or § the interest, as the case may be. 

To find onc year’s interest at any rate per cent. 

Ride. —Mnltiply the money lent by double the rate per 
cent., rejeet the unit figure, and you bave the answer in 
shillings. 

Exemple.— What is the interest of 27/. 10s. for one 
ycar at 3 per cent. ? 

£ j. 

27 10 

fi double the interest. 


16-5 ,0 
12 

G O Anawer 16s. 6 d. 

To find the interest of any sum of money at 5 per cent, 
for any rramher of inonths. 

Ride .—Take the pounds as pence, and multiply by the 
montlis. 

Example .—What is the interest of 1201 at 5 per cent, 
for 8 inonths ? 
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s, 

120 pence — 10 

S number of months. 

£4 0 0 Ajiswer. 


To find the interest of any number of days at 5 per cent. 


Rule .—Multiply the days by one-third of the pounds, 
or the pounds by one-third of the days, reject the unit 
figure, and you hâve the answer in pence.—N.B. As tliis 
rule is founded on the assumption that the year consists 
of only 360 days, you must deduct one penny from every 
six shillings of interest. 

Eæample.— What is the interest of 120/. for 21 days at 
5 per cent. ? 

£12 ° Or, 21 days 

7 = i of 21 days. 40 = i of the pounds, 

12 ) 84,0 12)84,0 

7 shillings. Answer. y shillings, Answer. 

There is often a différence in the amonnt of interest 
aecording to the method of calculation, either hy months 
or by days. A month from the lOth of Febmary to the 
lOth of Mardi, is only 28 days; but from the lOth of 
March to the lOth of April, a month is 31 days. The 
half year from the Ist of January to the 30th of June, 
is 181 days; but from the Ist of July to the 31st of 
Deccraber, the half year is 184 days. The inter est of 
10,000/. for 6 months is 250/. ; for 181 days it is only 
247/. 18s. lit/. ; for 184 days it is 252/. Is. ïd. Mr. Reader 
has published a séries of Time Tables, showing the number 

of days from every day in the year to any otlier day in 
tlic year. 

Interest tables, calculated at any rate of interest, may 
occasionally be employed to ascertain tbe interest on any 
smn at a different rate, Tliis is donc by taking that pro- 

z 
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portion of tlic principal, or of tlie time, which the givon 
rate of interest bears to tlie rate of the interest tables. 
For example, if it be necessary to ascertain the discount 
on a bill of 100/, for 50 days at 4 per cent., and you bave 
interest tables calculated at 5 per cent., you may take 
either four-fiftbs of tlie time or four-fîfths of the amount. 
For, the interest of 100/. for 40 days, or the interest of 
80/. for 50 days, at 5 per cent., is equal to tlie interest of 
100/, for 50 days at 4 per cent, 

When a bill is discounted, bankers charge interest on 
the full amount of the bill, and take it at the time. Thus, 
if a bill be diseounted at 5 per cent., they will obtain 
more tban 5 per cent, on the money actually advanced. 
Tliis is allowed by law, and is not liablo to be set askle 
on the ground of usniy. Should it be necessary in other 
cases to allow discount or rebatc, the mode of calculât ing 
it would be tlius ;—- 

Eæample.—^N hat is the rebate at 5 per cent, on a sum 
to be received a year hence ? Then, as 105 is to 100, so 
is 100 to the sum required, 

105 : 100 :: 100 Answer 95/. 4s. 9 
100 

105 ) 10000 ( 95 
945 

5^0 

525 

25 

20 

105 ) 500 ( 4 
420 

^To 

12 

105 jHo ( Ki 
945 


15 
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When you bave to find the intercst of a large sam for 
One day, you may strike off two figures from the right 
bilan d, and take the inter est of the remamder for 100 days. 
Thus, if you hâve to find the interest of 47,863,47/* for 
one day, take tlie interest of 47,868/* for 100 days, then 
take the interest of 47/* for one day, and add the two 
sums together* The interest of 1/. for 100 days is the 
same as the inter est of 100/* for one day. It may be giyen 
as a general rule, tliat a different time and smn may be 
employed, provided they yield the samc product when 
multiplied together, Thus, the interest of 10,000/* for one 
day is the same as the interest of 1,000/. for 10 days, 
Bankers differ in their mode of calculating the interest 
npon cnrrcnt accounts. Some liave an Interest-Ledgcr, 
or cash colnmns ruled in the Cnrrent-Account-Ledger, in 
whieh they state the interest npon every individual item 
in the account* Thus, for instance, the general balance 
takes place the 30th of June, and the 31st of Decemher* 
If a snm of money is paid in on the lst of May, the 
interest is calculated on that aroount from the 1 st of May 
to the 30th of June, and is then carrïed to the crédit of 
the party's interest account. On the other h and, if a 
ehetpie be drawn on the lst of May, the interest is caleu- 
lated and carried to the débit of the interest account* 
On the 30th of dune, the interest account is balanced, 
and the balance is carried to tlie débit or crédit of the 
party’s durent account* Other bankers take off the 
balance of the current account into a separate book (or 
hâve colnmns ruled in the ledger for bringing ont the 
balances*) for every day, from the lst of Jamiary to tlie 
301 h of June^ add ail the se arnount s together, and then 
take the inter est of the total for one day* To take the 
interest for one day is a very easy operation* The interest 
* Ses p* 290. 
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of any sum for one y car at 5 per cent, is one-twentieth 
part of the principal^ and the interest for one day is the 
36ütli part of the in ter est for a y car* 1Slow, 3G5 multipliecl 
by 20 gives 7,300- Y ou hâve then only to (livide any 
sum b y 7,300, and y ou bave the inter est of that smn for 
one day at 5 per cent, per annum, The interest of any 
sum for one day at any other rate than 5 per cent* may 
be fonnd by imütiplying the principal by twice the rate of 
inter est, and dividing the product by 73,000, But the 
best way is to make use of Gilmer’s Interest Tables, pub- 
lisbcd by Sirns and M f Intyre, of Belfast* Similar Tables 
hâve also been published b y Mr, Coulthart, manager of 
the Ashton-under-Lyne Joint-Stock Bank. 

Banks who eomponnd for the stamp dut y on tlieir notes 
and twenty-one day bills on London calcnlate the sum to 
be paie! b y ascertaining the amount in actual circulation 
every Saturday night. The amount s for ail the Saturdays 
in the half-year being added together, and divided by 20, 
the nnmber of week s, the quotient shows the average 
amonnt in circulation during that period, and the duty 
paid is at the rate of 3s, 6d. per cent* npon tliis average 
amount, This is at the rate of 7s, per cent, upon the 
average anrnial amount. 

To ascertain wliat dénomination of notes remains tlie 
longest in circulation, let the total average circulation for 
any given period be represented by the nnmber 1,000 * 
and let the amount of each particular dénomination be 
represented by a proportionate part of 1,000, Then let 
the total amount of notes paid during tlie saine period be 
represented by 1,000, and the amount of each dénomina¬ 
tion of notes be proportionally ascertained ; then place 
thèse two sériés of numbers in juxta-position, and it will 
immédiately be seen what dénomination of notes remain 
ont the longest. For instance, if the average amount of 
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a banker*s circulation consist of 20,000/. in 5/. notes ; 
15,000/. in 10/. notes; 10,000/. in 20/ notes; and 5,000/. 
in 50/. notes, then tbe proportionne numbers will stand 
thus:—* 

Total Circulation. £ 5 . £|Q, £2G. £ 50 , 

1,000 100 300 200 100 

Then, if during the sarae period the amount of notes 
paid of different dénominations hâve been—-15,000/. in 
51. notes ; 15,000/. in 10/. notes ; 12,000/. in 20/. notes ; 
and 8,000/. in 50/. notes, the proportional numbers will 
stand thus :— 

Total Paid. £5. £ltf. £20. £50. 

1,000 300 300 210 1G0 

B y placing the se numbers under the pjreceding oncs, 
it will be perceived that the amount of 5/. notes paid 
is les s than the proportional amount in circulation; and, 
conscquently, notes of this dénomination remain ont the 
longeât ; the 10/. notes remain ont a less time ; the 20/. 
a stilî shorter terni ; and the 50/* notes the shortest 
terni of ail. 

To ascertain how long a banker’s notes remain out, 
take the average amount in circulation for any given 
period, say three months ; ascertain the amount of notes 
paid during that period. If the amount paid during 
the three months is twice the average amount in circula¬ 
tion, tlien the notes hâve remained ouf six week s. If the 
amount paid is three times the amount in circulation, 
then the notes hâve remained out one montk. The terni 
wliicli any partieular dénomination of notes remains in 
circulation can of course be ascertained in the way I hâve 
already descrihed. These calculations are easily ma de by 
a table of loganthms. 





The following Account shows the Average Amount of Bank of England Notes in Circulation, distinguishing 
the Dénominations, together with the Number of Days the Notes remained oui, in the October Quarter 
1843, 1844, 1845, 1846 and 1847 :— 
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In calculating commissions for 1 per cent, divide b y 
100; for i per cent* b y 200; for J per cent* by 400 ; for 
l per cent, by 800* 

In calculating tlie dividends on stock, if it be in tlic 
4 per cents* tbe balf-yearly dividends will be one-fiftieth 
part of tbe principal* Hence, multiply by 2, and divide 
by 100. 

If tbe stock be 3 per cents* tbe balf-yearly diridend will 
be Jgths of tbe principal. Hcncc, add to fbe principal 
one-half of itself, and divide by 100* 

If tbe stock be 3| per cent, add to tbe principal onc- 
balf and one-quarter of itself, divide by 100, and you bave 
tbe balf-yearly dividend* 

If tbe stock be per cent* add to the principal one- 
half and one-eightb of itself, divide by 100, and you hâve 
tbe balf-yearly dividend. 

Eæamples»— What is tbe balf-yearly dividend on 
13,4767. 10s. 8 d. 3 per cents., 3^ per cents*, 3| per cents., 
and 4 per cents* ? 


3 FEE CENT3* 

3f PEE CENTS. 

3£ PEll cents. 

4 FER CENTS. 

£ s. d. 

£ s* 

d * 

£ 3. d. 

£ 9, d , 

13476 10 8 

13476 10 

8 

13476 10 8 

13476 10 8 

6738 5 4 

6738 5 
1684 11 

4 

6738 5 4 
3369 2 8 

2 

30214 16 0 

4 

209-53 1 4 

30 

218-99 7 

4 

235*83 18 S 

20 

—« 

30 


20 

— 

296 

— 


- - 

10-61 

12 

19-87 


1678 

12 

—— 

12 


12 

— 

11-52 

—— 


—^ 

736 


1048 


9-44 





£ j. </* 



Answer.—? 

per 

cent, 302 3 11 



„ per cent. SI8 19 10 
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In malting calculations respecting tlie purchase or sale 
of stock, multiply tlie amount of stock by the priée, and 
dividc by 100» Stock-brokers bave sel do m an y occasion 
to make these calculations, as tkerc ai'e books pnblislied 
ex près si y for their use. 

To compute the lialf-yearis dividend on any amount of 
stock in tbe 3 or the 3J per cents, witliin one penny. 

Rule .—Multiply tbe amount of stock by 3 or re- 
spectively. Tàke tlie unit of the pounds produced by that 
multiplication for pence, and the remaining figures of the 
pounds for shillings. But when the unit of the pounds 
produced by tins multiplication is more tlian 4, and also 
when there are shillings or pence in this prodnet, then 
one penny must bc added to the resuit for the unit, and 
one penny for the shillings and pence.* 

Example 1.—What is tlie half-yearly dividend on 

13.4767, 10s. 8 d. in the 3 per cents, ? 

£ s. d. 

13476 10 8 

3 Multiply by 3. 

20 ) 4042-9 12 0 

£202 3 9 Add M. as above. 2027 2 î. 11 d. 

Example a.—What is the half-yearly dividend on 

13.4767. 10s. 8(7. in the 3ç per cents.? 


£ S. d . 

I 13476 10 8 
3 


40429 

12 

0 

3309 

2 

8 

) 4379-8 

14 

8 

£218 19 

8 

Àcld 2d, as above* 


* Tables founded on this rule hâve been printed by Mr. J. Sterlaud, 
of Margate. 
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In passing through the books a purchasc of Long Àn- 
nuities, débit the aceount of Long Annuîties for the 
purchase money, Then calculate how much per annnm 
tîie annuity will yicld upon the capital invested, recoHect- 
ing that the annuity will expire on the first quarter in the 
year 1860* Supposing thls rate to be 4 per cent* you will, 
when the annuity is received in Àpril or Gctober, débit 
Long Annuity aceount 4 per cent* interest on the pur- 
chase money, and crédit the same aceount the amount of 
the annuity received* The first entry will be passed to 
the crédit of Profit and Loss aceount* The second entry 
will be passed to the débit of Cash Account, as a return 
of capital* The balance of the Long Annuity aceount 
after each entry is made, will show the amount of capital 
that then remains invested in Long Ànnuities. 

The stock-brokers charge oue-eigîith commission on ail 
pureliases and sales of stock; one shilling per cent* on 
Exchequer Bills and India Bonds. The charges are made 
on the amount of stock, not on the amount of money 
invested. In the purchasea or sales of sliares in public 
companies the usual charge is 5#. per share. In conti¬ 
nuation aceount s ; that is, where a party buys stock for 
money, and sells it tbr tirne, the charge is only one- 
sixteenth per cent* Upon terminable annuities the charge 
is one-eighth per cent, upon the money invested. One- 
eightli commission” is a charge of 2s. 6d , (the onè-eighth 
of a pound sterling) on every 100/* ; a quarter commission 
is, of course, 5 s. The stock-broker usually allows the 
London banker one-half the commission. 

If the stock stands iu the naine of several persons, anv 
one may receive the dividends, but they must unité to 
exccute a sale. If onc or more of the parties die, the 
stock is transferred by the survivors, without tlic concur¬ 
rence of the executors or représentatives of the dcceased 
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party* Henee* if a fathcr wished to give liis son a certain 
amount of stock at liis deatli* ke might place the stock in 
bis owa and in bis son J s name* and upon liis dcatli bis 
son wotild kecomc tkc actual poss essor of the property, 
Powers of attorney made and executed for tke sale or 
transfer of stock inust ke deposited at the bank* for exa- 
niination* kefore two g* dock* the day préviens to keing 
acted upon ; if only for receiving dividende upon stocks it 
is sufficient to présent tke povrer of attorney at tlie time 
when the first dividend thereon becomes payable, A po^ver 
of attorney costs IL ls* 6*1} but for Bank* Tndia* and 
Soutk Sea Stock* 11 11 $. 6*1 

Expeksk of a Tkansfeii in £ £ $. cl £ £ s. cl 

Bank Stock, not exceeding 25 ... 0 9 0 exceeding 25 Q 12 0 

IïOià Stock...,,,.. . 10 ... 1 10 0 ...... I0,.,1 14 0 

South Sea Stock.. 100 ... 0 9 G .. .. Ï00 ... 0 12 0 

The dividende on the 3 per cent. Consola are paid in 
January and July, The dividende on tke 3 per cent* 
Keduced* and on the 3| per cent** are paid in Âpril and 
October* This last stock kears interest at 3| per cent* 
only till October* 1854 ; afterwards* 3 per cent. ; but the 
interest eannot be further reduced nntil October* 1874. 

The United States of America reckon tlieir money in 
dollars* To turn dollars* at tke exckange of 4$. 6 d. per 
dollar* into pounds sterling* multiply tke number of dollars 
by 9* and divide by 40, To tum pounds sterling into 
dollars* multiply by 40* and divide by 9* 

The Frenck calculate tlieir stock* not by tlie amount of 
tke principal* knt by the amount of tlie dividend. Thus* 
1*000 francs in the French rentes* dénoté 1*000 francs per 
annum. To calculate the purchase money for any amount 
of Frenck rentes, first asccrtain tke principal. For tlie 
5 per cents, y ou multiply by 20* and for tke 4| per cents, 
b y 22 for tke 4 per cents* by 25* and for the 3 per 
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cents, by S3&. Having obtained the amount of stock, and 
tlic price, proceed in the same way as in calculating the 
pnrehase money for English stock, 

The following quotations from Waterston's "Commer¬ 
cial Dietionary/ 3 * Avili serve to explain tlie operations 
connccted with foreign bills of exchange :— 

" A foreign biil of exchange is an order addressed to a person rcsiding 
abroad, directing Mm to pay a determmate sum of foreign money to the 
person in whose favour it is drawn, or to bis order. The amount of 
foreign money, therefore, to be paid is llxed by the billj but the amonnt 
of British money (or money of the country in winch the drawer résides), 
to be given for tlie purchase of the bill, is by no menus fixed, but is 
contimmUy varying.” 

Cf Of the two terms of comparîson between the money of one place and 
that of anotber, one is fixed, the other is variable. Tlie place whose 
money is reckoned at the fixed priée is, in commercial langunge, said to 
récrive the variable priçe ; the other is said to give the variable priée. 
Hence the higber the exchange between any two places, tlie more it is 
in favour of that wliich receives the variable price ; tbc lowcr, the more 
in favour of that wliich gives the variable price the excbange being 
said to be favourable or unfavourable to any place, according as a smaUer 
or iarger amonnt of tlie cnrrency of that place is required for discharging 
a given amonnt of foreign payments. Tbu$ London receives from Paris 
a variable number of francs and centimes for 1/. sterling ; and taking the 
par at 25 francs 34 centimes for 1/., exchange mil be 5 per cent, in 
favour of London wlien it rises to SS francs 62 centimes, and abont 5 
per cent, against London when it falls to 24 francs 7 centimes.” 

K Bill marchants stndy the exchanges, not only between the place at 
wbich they résidé and ail other places, but also between ail those other 
places the m selv es, by wbich means they are generally cnabled to réalisé 
a profit by buying bills in onc place and selling them in anotber in tins 
way preventmg any great fall in the price of bills in tliosc countnes in 
wbich the supply excecds the demand, and any great ri se in those coun- 
tries in winch the snpply happens to be déficient, Sometimcs excliange 
operations are conducted with little outlay of capital- T 1ms, if a bili 
mer chant in London can sell a bill on Amsterdam at half per cent, pre¬ 
mium, and bny one at Paris at half per cent, discount, and with the latter 
buy one at Paris on Amsterdam at par, hc will bave gained 1 per cent. 


* A Cyclopædïa of Commerce, Mercantile Laws, Finance, Commercial 
Geogvaphy, and Navigation, by William Waterstoii, Esq. 
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by the transaction, without the employaient of auy capital;— the biU 
remitted from fans to Amsterdam arrivmg in time to mect the biU 
diawn there upon bis correspondent. Again, a bill merchant, in order 
to take advautage ci a premium on tbe échange, may obtain a crédit 
abioad upon winch he may draw bills, under tbe calculation that at sonie 
future and not very distant period hc will be able to replace tbe fonds at 
l 1 "y ° f e f^ and thereby reabze a profit by tire operation, 
virt 'ïr vV i transactions are Hamburgh, Amsterdam, 

of Z world == " 5 “ ab ° Ve aUî LUlld0U ’ Ü1C gïeat m0UC >- cllau K t ’ 

“ ln this countiy tl le bnying and selling of bills on foreign countries 

hi LoSo WI by i ’ r 3 ii ali SUCil tranSactions cciltrin £™ tte metropolis. 
Rii^f W J ' S f ° r ?! a ^° tiatiû11 of ***** bills are TuesdaZand 
m , J’ d i]le f ri 3H P0S Tllû brokers go round to the principal 

me chants, and discoyer whether they are buyers or sellers; and a few 
of the more influentiai, after ascertaining the State of the market, suggest 
pnee a \y ie i the greater part of the transactions are settled, with 
sueh déviations as partieular bills may bc snbjeot to from their high or 

rrZ % W ** ^ post-day, bouses of estabLed 
cicit pay on the followmg post-day, when they receive the second and 

TlZbZ 8 ° f 1E , Set; 7 forei £ n büls b0i “g usually drawn in sets of tliree. 
f le brokeiage oharged on bills îs 1 per mille, or one-tenth per cent 

On the evenings of Tuesdayshnd Eridays, the market rates for bills 
on ail the principal foreign eities, witk the current priées of bullion, are 
pubhshcd m Wetenhall’s 'Course of the Exchangc,’ ” 

Tlie following are the places to which Englaml gives a 
certain amount of sterling for a variable amonnt of foreign 
nioncy 

Variai)le aceorrïÎDg fo 
* the Excluantes. 

Amsterdam . sbort 1 for 12 4f Florins and Stivcrs. 

Do . 3 months 1 „ 12 7 | do. 

Rotterdam . do. 1 „ 12 8 do. 

Antwcrp . do - 1 ,, 2B 5 Francs and Cents. 

Brussels. do. 1 „ 2fi 5 do 

IIam!jm 'S h . do - 1 » 13 141 Marcs and Schillings. 

P “ ,s . ®bort 1 „ 25 75 Eranes and Cents. ' 

J)o . 3 months 1 „ 26 2 do. 

.Marseillcs. do. 1 „ 26 5 do 

Frankfort . do. 1 „ 122 j Bat zen. 

îenna .* do, 1 r> 10 II Florins and Krcusers* 

lrlcst e. do. 1 „ 10 12 do 

îf« hom . do. 1 „ 30 37 Lire Tosc. and Cent. 

: ' 1 ' 1 Ml . do ‘ b J, - 1 ' 1 5 Lire and Ceutesind. 
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The following are the places to whicli England gives an 
uncertain amount of sterling for a fixed amount of foreign 
money :— 

Variable aeeording 
to the Exchangee. 


Madrid .,.. 

3 months 36 pence 

for 

1 Dollar of Plate. 

Cadiz . 

do. 

3G| 

3J 

JJ 

1 do. 

Naples .. 

do. 

40 

?S 

JJ 

1 Ducat, 

Palermo 

do. 

11® 

3> 

SJ 

1 Onza. 

Messina ....— 

do. 

120 

JJ 

JJ 

1 do. 

Lisbon. 

, 60 days/d. 54 

JJ 

JJ 

1 Miireis. 

Oporto .. 

do. 

53£ 

JJ 

SJ 

1 do. 

Gibraltar.. 

do. 

48 

JJ 

JJ 

1 Hard Dollar. 

Yenîce .. 

do. 

47 

JJ 

JJ 

6 Lire Àustrmclii. 

St. Pctersburg * 

do. 

38 

JJ 

JJ 

I Silver Kouble. 

Eio Janeiro. 

do. 

30 

JJ 

JJ 

1 Miireis. 

New York . 

do. 

47 & 

JJ 

JJ 

1 United States Dollar. 

Calcutta.. 

do. 

23 

JJ 

JJ 

1 Company^ Eupee. 


To as certain the amount of English money that ought 
to be received for a foreign bill, divide the amount of 
the bill b y the rate of exchange. Thus suppose the fol¬ 
lowing bill, for 300 francs, were negotiated at tlic rate of 
25 francs 65 cents the pound sterling, then divide 300 
by 25’65, and the resuit will bo the amount in English 
money. 


Londres , le 18 Janvier, 1849. B. F. F™- 300. 

An vingt Février prochain veuillez payer contre ce Mandai à Pordre 

de Messieurs __ , la somme de trois cents francs 

valeur en compte que vous passerez de meme avec ou sam avis de 


A Messieurs 


Ban qniers, F arts. 
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25 G5 ) 300,00 ( 11 
2565 

'4350 

2565 

1785 

20 

25G5 ) 35700 ( 13 
2565 

10050 

76U5 

2855 

12 

25 65 ) 28260 ( 11 
2565 

2565 

' '45 Ànswer } 11/. 13 j. llrf. 

We may observe that ail bills are drawn in thc moncy 
of the country in wliicb tliey are to be paid. 

In the cases referi'ed to in the third paragraph of tlie 
abrite quotation, tlie calculation is more compileated, To 
as certain when it is more advantageous to send money 
froni onc country to another through a third country ; there 
must be two <c rule-of-three^ calculations, instead of onc; 
and if tlie number of countries is increasedj tlie number of 
calculations will be increased. But tbese calculations may 
be abridged by what is called S€ the Chain Exile,or 
“ Conjoined Proportion/^ or " Compound Ârbitration*” 
Tbe mie given by arithmetïcians is the following:-—Place 
the numbers altemately, beginning at tbe left hand, and 
let the last number stand at the left hand. Then mul- 
tiply thc hrst row continually for a dividende and the 
second for a diviser, 

Eæample*— If 12 Ibs. at London are equal to 10 Ibs* at 
Amsterdam 2 and 100 Ibs* at Amsterdam are equal to 
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120 Ibs. at Paris, how many Ibs. at London are cqual to 
40 Ibs, at Paris? 

Left. Right, 

10= 10 12 x 100 x 40 == 43000 

100 = 120 10 x 120 -1200) 48000 ( 40 

40 48000 

Ànswer, 40 Ibs, 

This rule is capable of two modifications. The example 
we bave given, is whcn it is required to find how many of 
thc first sort of coin, wcight or measure, mentioned in the 
question, arc equal to the last. Tt may bc rcqnired to 
find how many of the last sort of coin, weight or measurc, 
mentioned in the question, are cqual to the quantity of 
the first. In this case, the following is the 

Ride .—Place the numbers altemately, begmnmg at the 
îeft hand, and iet the last number stand on the right 
hand. Then multiply the first row for a dmsor, and thc 
second for a dividende 

Emmple .—If 12 Ibs. at London makc 10 Ibs. at Amster¬ 
dam, and 100 Ibs. at Amsterdam make 120 Ibs. at Paris, 
how many Ibs. at Paris are cqual to 40 Ibs. at London ? 

Left. Riglit. 

12— 10 12x 100 =1200 

100 = 120 10 x 120 x 40 = 48,000 

40 12000 ) 48 ? 000 ( 40 

48000 

The above examples will explain the principle of the 
Chain Pule. The foliowing example, takcn from Mr. 
Waterston, will show its application with regard to the 
transmission of money. 

London and Paris, through Hamburgh.—Find the arbi- 
trated rate between London and Paris when the ex ch ange 
of London on Hamburgh is 13 marcs 12 schillings banco 
for 1/. ; and that of Paris on Hamburgh 184 francs 50 
centimes, for 100 marcs banco. 
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This question cornes initier the second brunch of the 
rule. It is to aseertuin lioiv many francs wïll be obtained 
for N* sterling when sent to Paris by way of Hamburgh ; 
therefore, 

£1 = 320 schillings banco — 13 marcs IG schillings. 

ScliiHiTigs IG = 1 marc banco. 

Marks banco 100 = 18150 cents — 184 francs 50 cents. 

Cents 100 = 1 franc. 

1 £ = 

Thcn, 1 x 16 x 100 x 100 = 160,000 diviser. 

220 x 1 x 18150 x 1 x 1 = 4059,000 dividend. 

Ànswer, 25 francs 37 cents. 

It vill be scen from the above example, that on the 
right-hand si de the marcs, having aîso fractional parts, 
hâve been reduced to schillings, and the francs to cents ; 
and hence it lias been necessary to introduee on the left- 
hand, the number of schillings in a marc, and the nuraber 
of cents in a franc : 16 = I, and 100 = 1. 

Âlthough in this case the remittance is said to be througiî 
Hamburgh, y et in practice the operation Tvould be made 
by purchasing in London bills on Hamburgh, and remit- 
ting those bills to Paris—unie s s bills on Paris direct could 
be purchased on more favourable ter ms. 

The calculations which refer to the transmission of gold 
frein one country to another, are very important, To 
these we mil now refer. 

In England the precious mctals are weighed by the 
pound Troy. The following is the table —- 

24 Grains . make 1 Pennjiveîght. 


20 Permyweights.1 Otmcc. 

12 O un ces.l Poimd. 


Standard gold is what is called 22 carats fine; that is, 
22 parts of pure gold are mixed with 2 parts of alloy, 
This alloy consists cliiefly, ive believe, of copper. Our 
silver coins liave 18 pennyweights of alloy in the pound. 
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A pound weiglit of gold is coined into 44^ guineas, 
and in the same proportion for sovereigns. An ounce of 
standard gold is worth 31 1 7s. 10 \d. ; being the tivelfth 
part of 461 14.v, 6rl, the value of a pound weight of gold, 

A pound weightof silver is coined into 66 shillings; 
and in the same proportion for erowns, half-crowns, and 
sixpenny pièces, 

The spécifie gravity of gold is 19 360; that is, it is 
19,360 times heavier than distilled water* 

The spécifie gravity of silver is 10474; that of copper 
is 8*878. 

A cubic foot of distilled water weigbs 1,000 années, or 
62-5 pounds avoirdupois, whicb is eqtial to 75*95 pounds 
troy. 

Avoirdnp ois ^vcigbt is as foliow s 

10 Draclims . m&ke I Oiuicc. 

16 Ounces . . , ..1 Pound. 

W Pounds.1 Quartier. 

4 Quart ers ....... . 1 Hnndred. 

20 ïlimdreds.. 1 Ton, 

1 lb. avoirdupois is eqnal to 1 lb. 2oz, 11 dwts, 20 grs. 
troy. 

A pound avoirdupois is to a pound troy as 1750 to 1440, 

1 lb, avoirdupois of copper is coined into 24 pence— 
equal to 2401 out of a ton, The old pennies ’vveigbcd 
exactly an ounce avoirdupois ; so that in buying an ounce 
of any commodity, a poor man might, if lie tbougbt he 
bad short weight, use a penny pieee for the vrcight. For 
some years past, the penny lias been onlv two-thirds of 
an ounce. 

Tbe amount of gold in circulation, mcluding. that in 
tbe Bank of En gland, is variously estimated a.t from 
44,000,000 to 60,000,000, Tlie silver is estimated at 
11,000,000, but that iucludcs tbe coin in tbe colonies.* 

* Gommons, 348 S—3488. 
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Wo often find in tlie City Article of tlie Times, and 
sometimes in thé Morniwj Chronicle and thc Economist, 
paragraphs like the following 

The premium un gold at Paris is 7 per mille, which, 
at thc English mint price of 3/. 17s. lOiÆ per ounce for 
standard gold, gives an exeliange of 25'32$ ; and tlie 
exchange at Paris on London, at short, being 25*25, ît 
follows that gold is 0 30 per cent, dearer in Paris than in 
London, 

By advices from Ilamburgh, tlie price of gold is 435$ 
per marc, which, at the Englisli mint price of 3/. 17s. lO^rf. 
per ounce for standard gold, gives an exchange of 13-10$ ; 
and the exchange at Ilamburgh on London, at short, being 
13-10$, it follows that gold is 0-17 per cent, dearer in 
London than in Ilamburgh. 

The course of exchange at New York on London is 
108$ per cent. ; and the par of exchange between England 
and America being 109g per cent., it follows that the 
exchange is l'08 per cent, against En gland ; but thc 
quoted exchange at New York being for bills at 60 days 
sight, the interest must be deducted from the ahove 
différence. 

The real par of exchauge between two countries is that 
by which an ounce of gold in one couutry can be replaced 
by an ounce of gold of equal fineness in the other country. 
In Engl an d, gold is the legal tender, and its priée is fixed 
at 3/. 17s. lOkif. per ounce. In France, silver is the cur- 
rency, and gold, like other commodities, fluctuâtes in price 
according to supply and demand. Usnally, it bears a pre¬ 
mium or agio. In the above quotation, this premium is 
stated to be 7 per mille; that is, it wonld require 1,007 
francs in silver to purehase 1,000 francs in gold. At this 
price the natural exchange, or that at which an ounce of 
gold in Engl and wonld purehase an ounce of gold in 
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France, is 25-32 F But the commercial exchange—that 
is, the price at which b ilia on London would sell on the 
Paris Exchange—is 25 francs 25 ecnts, showing that gold 
is 0-30 per cent, dearer in Paris than in London. Tables 
hâve been constructed to sboiv the results of caeh flue- 
tuation in the premium of gold in Paris. In the ncxt 
section me shall insert a table of this kind witli refer- 
ence not only to Paris, but also to Hamburgh and to 
Amsterdam. 

At Hamburgh, again, the exehange is the other way. 
The price of a mark of fine gold is 435 J marcs banco, 
which gives an exchange of 13-10J marcs and schillings 
against the pound sterling. But the commercial exchange 
is 13-10 J, which makes a différence of | of a schilling ; 
and it foliows that gold is 0-17 per cent, dearer in London 
than in Hamburgh. 

The Money Table of the United States stands tlius 


10 Milles .makg q Cent _ 

10 Ccnt s.1 Dime. 

10 Di ™es.. Dollar. 

10 Dollars.. jjagle. 


The following régulations were adopted in the year 
1834 respecting gold anrl foreign coins ;— 

" Bfi iÈ en[M;ted h 7 the Senate and House of Représentatives of the 
United States of America, in Congress assembler!, that the gold coins of 
, States shall contain the following quantités of métal; that 

13 to say, eadi eagle shall contain 232 grains fine gold, and 25S grains 
standard gold ; each hslf eagle 116 grains fine gold, and 129 grains 
standard gold; each quarter eagle shall contain SS grains fine gold, and 
, “ gmus slandard g° ld i every sueh eagle shall bc of the value of 10 
dollars; every sueh half eagle shall beof the vaine of 5 dollars; andevery 
sueh quart er eagle shall be of the value of 2 dollars and 50 cents ; and the 
sald C0111S sllfdI 1:ic receivable in ail payments, when of sueh weight, 
aecordmg to their said respective values ; and when of lésa than sueh 
weight, at less values, proportion^ to their respective actual weights.” 

Jfe it enacted, &c. that from and after the 31st day of July next, 
lie toUowing gold coins shall pass current as money within the United 
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States, and be reeeivable in ail payments, by wcight, for the paymcnt of 
ail debts and demanda, at the rates following ; tbat is to &ay, the gold 
coins of Great Britain, Portugal, and Brazil, of not less than 22 carats* 
fine, at the rate of 94 cents and 8-lOths of a cent per pemyweight ; tlie 
gold coins of France, ÇJ-lQths fine, at tLe rate of 93 cents and MOth 
of a cent per pennyweiglit ; and the gold coins of Spain, Mexico, and 
Colombia, of tlie jinencss of 20 carats, 3 grains, and 7-16ths of a grain, 
at the rate of 89 cents and 9-10ths of a cent per pennywcight ” 

Untler tlie above Acta of Congres the English sove- 
reign was ma de a legal tentier at tlie rate of 94^ cents 
per penny weiglit. Xlcnce, tlie full weiglit of the sovereign 
hein g 5 dwts, 3*274 gra., it was made équivalent to 4 dollars 
and 87 cents ; or 487 dollars equal 100/. But, according 
to a rule established in 1789, and ever since ret aine d in 
exchange operations, the par of thc dollar is paid at 4s. 6tZ. 
sterling, wliich gives for 487 dollars 109/. 13$. 6 é/, llie 
nominal par thus exceeds the real par 9/. H s - 6A, or 
9j? per cent. In this way, when the exchange is nomû 
naïly 9^ premium, it is really at par. The above calcu¬ 
lations are subject to somc slight modifications by an Àct 
of Congress fixing the amount of alloy in botli thc gold 
and silver coins at one-tentli ; but commerciaUy, the par 
of exchange between England and America is usually 
quoted as equal to 109|J per cent. 

When we read in the above calculations tliat gold is so 
much dearer in one country than tlie other, we must not 
infer that gold ean therefore be sent thither at a profit. 
We must take into account the expense of conveyance. 
It is generally considered that the charges and loss of 
interest attendant on sending gold to America, do not 
amount to innch less than 24 per cent, 

Before closing this subject we will make some remarks 

* This is the usual mode of expressiag the fineness of gold. Tlie 
ounce is divided into 24 carats. If, ont of this mass, % 3, or 1 parts 
out of the 24 consist of alloy, the whole is said to bc 22, 21, or 20 
carats fine. 
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on our exclianges with India* It has been scen, that witli 
this country we give an unccrtain amount of sterling for a 
fixed amomit of foreign money ; that is, we give so raany 
pence (say 23 or 24) for a rnpee* Tlie iower the exchange, 
that is, the fcwer pence we give for the rnpee, the more 
favourable is the exchange for England* For, the Iower 
the rate, the more favourable is the ex change to that 
Countiy in whose cnrrcncy the rate is rcekoned* 

The following is the Table for East India Money 

12 Piccs .-*.**. make 1 Anna* 

16 Armas * * * . * * * . l Bupee. 

100,000 Bupces . * . . . . . 1 Lac. 

100 Lacs *.X Crore. 

Taking the rnpee ai 2s*, a crorc of rupces is equal to 
1,000,000/, sterling* À lac is, of course, 10,000/, The 
figures expressing Indian money are not easily understood 
by Europeans* The capital of tlie Bank of Bombay is 
àtated at 52,25,000 rupees, and the capital of the Bank of 
Bengaî at 1,10,13,580 ,, 1 „ 7, Tliese figures slionld bc 
respcctively rend thus :—Fifty-two lacs, twenty-five thou- 
sand rupees—One crore, ten lacs, thirteen thousand five 
hundred and eighty rupees, one anna, and seven pices* 

The East India Company issue in London bills on 
India. They also discount in India bills drawn on Lon¬ 
don, taking as collateral secarity the bills of lading and 
the policies of insiirancc of the goods against winch the 
bills are drawn* Their advances are usually to the estent 
of three-fourths, or sometimes tliree-fifths, of the estimated 
value of the goods, The rate of exchange is publicly 
announced, and undergoes modification from time to tinte, 
aecording as the Company may liavc occasion to accu¬ 
mulât e funds in London or in India,* 

Sce tlie Evidence of W* P> Patoa, Esq. and J. D. Dickensonj Bsq, 
before the Committec of tlie House of Gommons, on Commercial Dis- 
fress, 1848, 
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Xn makiiig further observations upon the subject of 
this section, we ma y observe, tbat there is often a great 
faeility acquired in performing aritlnnetical operations b y 
varying the mimbers, and especially if we can substitute 
ten or a hundred for some otlier number. And sometimes 
we may change tlie operation, and use multiplication for 
addition, or the reverse* Tl ni s, if we bave to multiply by 
15, we can multiply b y 10 by addiug a cipher, and then 
add liait' tbe sum. If we bave to take thrcc-fifths of a 
number, we may take the six-tenths. Instead of dividing 
by 25, we may multiply by 4, and divide by 100; or, 
instead of multiplying by 25, we may multiply by 100 and 
divide by 4* 

To calculate the interest on large sums at any rate per 
cent* it is usually best to find tbe interest at 1 per cent*, 
(as y ou bave onîy to divide by 100,) and tben multiply by 
tbe rate per cent. 

Xt is uscful sometimes to know how many persons enter 
a banlc in the course of a rlay, and during wbat liours tbe 
greater number arrive* To do this, set a per son in tbe 
hall, witb a paper marked 9 to 10, 10 to 11, and so on* 
Tben, when a per son enter s a bank between the hours of 
9 and 10 o J clock, lie will make a mark like a figure 1* 
This mark lie will repeat as every additional person en ter s. 
He will go on in tins way ail tlirougb tbe day* Wheu tbe 
bank closes, be will ascertain by counting tbe marks how 
many persons bave entered tbe bank during caeh bour, 
and bow many altogether, Tbe cashiers sbould go to 
dinner during the bour in wbieb tbe fewest peoplc corne 
to tbe counter* And if a clerk wants a day ? s holiday be 
sbould fix on tbe day in wbieb tbe fewest people enter tbe 
bank* It is in tins way tbat a nian standing in tbe Street 
is able to keep a register of tbe number of omnibuses fliat 
may pas s liim during tbe day* 
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Occasionally we find tbat ff calculating boys JÎ bave been 
exhibited who hâve performccl aritlimetical operations with 
îvonderful rapidity. In some cases they bave explained 
their mode of doing so. It would appear tbat tliey bave 
in their mind a large multiplication table, not ending at 
12 times 12, but extending to 50 times 50, or 100 times 
100 ; secondly, they bave a grcat rapidity of finding 
équivalent numbers by which the questions are more 
easily worked ; and thirdly, they bave a great power of 
memory, by wbicli tbey can carry on operations in their 
mind without cominitting thêta- to paper. They seemed 
to hâve these endowments by nature ; but they may ail, 
in a degrcc, bc acquired by application* A large multipli¬ 
cation table may be learned by perseverance. À facility 
of finding équivalent numbers may be acquired by study 
and practice* And even aritlimetical operations may 
be performed by the memory* Let a person try to vrork 
a sura in the rulc of three in tins way, in perfeci darkness, 
and lie will find it not so difficult as he would at first 
imagine. But the facihties thus acquired by application 
wouldj of course, be vastly inferior to the endowments 
exhibited by these calculatmg hoys.^ It is rcmarkable 
tbat these boys are not fourni to retain this wondcrful 
faculty after they are grown to he men. 

The various Systems of artificial memory profess to 
teaeli the art of remcmhering figures. This is done by 
turning figures into letters, and then forming a word from 
tliose letters, or by associating a symbol with the number, 
or by adding the letters to the end of the word* Thus, 
suppose the floor of the room iii which you are sitting 
were divided into nine compartments, and had a figure 
and letters in each compartment ; tlius— 
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1. 

iî. c. 

2. 

1). F. 

3, 

G. IL 

4, 

5. 

6. 

J. K. 

L, 

M, N. 

7, 

8. 

9. 

P. Q, 

B. S. 

T, Y. 


New, if y ou wished to remember the number 29, y ou 
miglit form the word (f îoot” and the consonants / and i 
would givc y ou 29, If y ou wished to recolle et 86, fonn 
the word tff room.” So, if the number were 53, it would 
be represented by the word fC log.” The word “ book Jî 
would represent 17 ; the word (t paper/ J 778; and Iedger/ J 
5238. The advantage of having two letters to one figure 
is, that y ou eau more easily form word s ; for, if one letter 
will not form a word, the other may. Bcsides, if y ou 
should forget what letter represenis any figure, by running 
over the alphabet you will call it fo mind. 

We hâve supposed these numbers and figures placed 
on the floor, Now stand in the centre of the room, 
with your face toward the window. Di vide the wall beforc 
you into the samc compartments as the floor, and place 
over the wall on the ceiling the number 10, You liave 
then before you ail the numbers, from 10 to 19 inclusive. 
Di vide the wall on your riglit h and in the same way, and 
place over it the number 20, Over the wall behind you 
place 30 ; and over the wall at your left hand place 40 ; 
and over your head in the centre of the eeiling place the 
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number 50. You hâve now a local place for ail the 
numbers, from 1 to 50, And if you wish at any time to 
recollect a,ny one of tliese immbers, your memory will bc 
assistéd by calling to minci its locaüty in this room, 

You may go farther than tins, You may place in eacli 
of thèse fifty squares a Symbol ; that is, the figure of a 
treCj a flowcr, a bird, a beast., a fish, or anything else. 
For instance :—In tîie compartments on thé floor you 
may place trees, the naine of eacli tree beginning with 
the letter belonging to the compléments. The compart¬ 
ments from 10 to 20 may cach hâve a flower. From 20 
to 30j a bird, From 30 to 40 t a beast \ and from 40 to 
50, a fisli. And then, if you wish to recollect any matter* 
you may form sorae fanciful association between it and 
the Symbol. 

Dr. Grey’s System is different from that we bave de- 
scribed. Ile représenta the mimerais by tlie following 
eonsonants and vowels 

12 3 4 5 6 7 8 9 0 

bdf f I spk nw 

a e i o u au oi ed on y 

Then, to recollect a. date, you will alter the termination of 
the wordj and place those letters that correspond with tlie 
figures. Thus, he calls Alexander the Great, Alexito, and 
the'last three letters show that he died 331 years before 
the Christian era. Julius Cæsar is called Julm^ showing 
that he died 46 years before the saine period ; and Tüomput 
shows that Rome was foimded 753 years before the Chris¬ 
tian era P 

Tliese Systems of artificial memory hâve not been found 
in practice to answer the eulogiums of their professors, 
KeverthelesSj they are occasionaily usefnl in assisting the 
recolleetion of figures, 

The following questions may be instructive or inte- 











362 


A P RÀ CTI CAL TREÀTISE 


resting to those young men who may be disposed to 
wprk them :— 

When a banker discounts bills liaving two, thvee, six, ninc, and twelve 
montlis to ruu, ckarging at tke time tke discount of 4 per cent., wliat 
rate of interest do es lie obtain on tke money actnally advanced at tkese 
respective dates ? 

Suppose a banker should lend 10 0,00 01 . consola at 90, from tke lst of 
January to tke 13tk day of Eebruary, at 1-1 Oth continuation, and should 
part with the money at 10,000/. a-day in tke discount of bills at 2 A per 
cent,, ail of winch bills should fuU duc, in equal proportions, on the lüth, 
11 th, and 12th of February, wliat w T ould ho gain by tke transaction? 

If a bunker buy consols at 90 on the lst of Lecember, reçoive tke 
half-yearly dividend on the Stk of lanuary, and sell the consols again at 
90 on the lst of Pebruary, wliat interest per cent* per annum does he 
reçoive for his money after deducting tke incomc-tax P 

If a Long Annuity (wkich expires in January, 1860) is bougbt at 81 on 
tke lst day of March, 1849, what rate of interest does it yield after 
paying the income-tax of sevenpence in tke pound on the annuity ? 

Suppose tkere were tbirty elerks in a bank, the junior kad 80/* per 
arm h m and tke senior 500/., and they increased in aritkmetical progres¬ 
sion ; what is the ratio of tkeir incrcasc, and what is the total amouiit of 
tkeir salaries ? 

Suppose you were askcd to make an advance on a lease wkich had 
twenty years to run, and on wliich there was a net profit rent of 100/* 
per annum, what advance would you make upon it, calculating its présent 
value at 7 per cent., and taking a margin of one-third its vaine ? 

If a bank wliich lias 20/, paid up on each share pays a dividend of 
6 per cent,, how much is that per share ? 

If a bank gives an annual bonus of 7 s. per skare, on wkich 10/, is paid 
np, how much is that per cent* per annum? 

One ounee of standard gold is wortk 3/. 17s. ICI Id. A sovercign is 
wortk twenty shillings, What should be its weiglit ? 

A pound weight of silver is coined into skty-sk shillings, What 
are the respective weiglits of a sixpenny-piecc, a sh il lin g, and a half- 
crown ? 

À ton weiglit of copper avoirdupois is coined into 240/. in penny- 
pièces : IV bat is the weight of a halfpenny-piccc ? 

What is the weight of a cubic foot of gold, and into how many sove- 
reigns may it be coined ? 

What is the weight of a cubie foot of silver, and into how many 
shillings may it be coined ? 

What is tlic weight of a cubic foot of copper, and into how many 
fartkings can it be coined ? 
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À cubic foot of gold will déplace a cubic foot of water, but bow mucb 
water would be djsplaecd by a cube of silver of the saine weight ? 

The gold that came to Solomon in one y car was six Jiundred tliree 
score and six talents, Supposiug tbis to bc pure gold, bow mueb alloy 
mBt bc added to reduce it to standard gold, and wkat tben would be 
the ELumbcr of talents ?—Supposing tins standard gold to be taken to the 
issue départ ment of tbe Bank of England nnder tbe Âct of 1844, and 
bank notes received in exchange at tbe rate of 3/* 17s. 9d. per onnee, 
what amount of bank notes woukl be received, taking tbe Hebrcw talent 
as equal to 113 lbs. 10 os, Idwt. lügrs, troy ?—Supposing payment of 
tbese notes should afterwards bc demauded in sovereigus, wbich arc eoined 
at tbe rate of 3/, 17s. 104*7, per ounce, wliat would be the total weight 
of these sovereigus P 

Eind the arbitrated rate of exchange between London and Amsterdam 
when the exçhange of London on Madrid is 37 pence for one dollar of 
plate, and tbat of Amsterdam on Madrid is 100 florins 75 cents, for 40 
ducats of plate. 

Bar gold in London is 77s, 9(7 per ounce standard : required the 
arbitrated rate of exchange produced by its export to the United States 
for cornage, at tbe rate of 232 jr grains of fine gold for the eagle of 10 
dollars. 

Bar s il ver in London is G0 pence per ounce standard ; in Amsterdam 
1044 florins per pond fine ; required the arbitrated rate of exchange, the 
Netherlands pond being equal to 1,000 wigties, and 31TÛÛ2 wigties 
equal to one onnee troy.^ 

If tbe premium on gold at Paris is 54 per mille, and the exchange at 
Paris on London is 25*274, bow mucb per cent, is gold dearer in Paris 
thau in London ?f 

If tbe price of goid at üamburgli is 435 per marc, and the exchange 
at Hamburgh ou London is 13'lOf, bow mucb per cent, is gold dearer in 
Hanibmgb tban ni London Pf 


* The îast tbree questions are taken from Waterston J s Manual of 
Commerce, wbere the operations are performed. 
t Sgc tbe Table, No* 18, in the next Section. 
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SECTION XIV* 


BANKINGr DOCUMENTS* 


By B ankin g documents, 1 mean sucli reports, Bonds, 
deeds, letters, or other writings, as are used in connexion 
with Banking, 

I. i shall notice those Documents that are used in the 
formation of a J oint-stock Bank, 

When any per sons propose to form a joint-stock Bank 
in any district, tlicy procure the statistical returns of tlie 
district ; sucïi as the tables of the population—the exports 
and importa—tlie duties paid—the returns of the sales iu 
tlie varions markets—and every other information rcspect- 
ing the trade and wealtîi of the district. If tliese prove 
satisfactory, they take notice of the Banks already esta- 
blislied there, and observe whether they are joint-stock 
Banks or private banks—whether strong or weuk—and 
ivhether likely to oppose or to join any new establishment. 
If tlie existing Banks be joint-stock banks, the project or s 
procure from tlie st amp-office a liât of the sîiareholdcrs, in 
order to observe the strength of their proprietary, and 
whether they réside chiefly in the district. 

Having satished tliemselves that a new bank would bc 
snccessful, the first document drawn up is a prospectus. 
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Tins document usually sets forth the grcat advantage of 
joint-stock banking to both the publie and tlie share- 
holders, and then points ont the facilities of the district in 
winch the hank is proposed to be established. 

Previous to issuing the prospectus* s orne leading per s on s 
in the district are recjuested to become mcmbers of a pro- 
Yisional committee for the formation of the hank, and 
thcy obtain the assistance of an influential soliciter* to 
whose office the applications for shares are usually ad- 
dressed. The committee then appoint a sécréta,ry, or 
sometimes the office of secretary is filled hy tlie soliciter. 

Àttached to the prospectus is the form of an application 
for shares* similar to the following :— 

- _ _BANKING COMPANY. 

HE An BANK,_ 

Capital, B, -__ Shares, of£__each. 

ÀrrLICATION POE- Siiae.es . 

To the Trovüional Committee of the ___ Banking Company. 

Gentlemen, 

I beg to apply for-- shares in the above hank, 

npon the conditions of the piLbhshed prospectus. If the shares be 
granted, my utmost influence shall be exerted in support of this hank- 

I am, 

^ Yours respectfuhy, 

Business or profession “~ — 

Résidence... 

As tlie applications corne in* thcy are entered in a book 
prepared for tlie purpose* In the first column is entered 
the date of the application ; then folio w the nantie* pro¬ 
fession, and résidence of the applicant ; then the number 
of shares appîied for* and in a farther column the number 
of shares granted. Àfter the committee hâve determined 
\vhat number of shares to allot to eaeli applicant* Jetters 
are addressed to the respective parties in the following 
for ms :■— 
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Sir, 

I am iiistructcd by the Provision al Committee ûf the 

___Banking Companyj to inform you, that they hâve ailottcd 

you - shares in the Company ; and you are rcqucstcd to pay the 

sum of ——— n p on cack s h arc, to , where you wiU 

recel ve tke certificate. 

I am, Sir, 

Yonr most obedicnt Servant, 

A* E. Shcreiary. 

Sm, 

Yoùr application for ____ sîharei in the ___ 

Banking Company Las been laid b c fore the Provisional Committee, wko 
regret, that in conséquence of tke mimerons applications, tliey arc un- 
ablë to comply wîth yonr roquest* 

I am, Sir, 

Tour obcdicnt Servant. 

À, B* SecreUm/. 


The certificat es granted iipon receipt of the first pay¬ 
aient on the shares arc different. Sonic use tire follow- 
ing form :— 

__ BANKING COMPANY. 


No. 


Deposit Certificate. 


___18 

Tkifl is to certify, that tke bearer kereof kas paid the sum of 

^-being tke allotment fee of _per skare 

upon - shares of £__ cach, allotted to him in the capital 

stock of the above Banking Company* 


Por the Provisional Committee 
of the--- Banking Company. 


Other Banks adopt the form of a receipt^ thus :— 

— -_BANKING COMPANY. 

Kcceived of Mr*___.__on account of the above 

bank, tlie sum of £ —% _ 1_ being the deposit of _____ 

per skare on lits being admitted a holder of ; shares. 

- --18 
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Âfter the sums hâve been reeeivecb a general meeting of 
the shareliolders is ealled in tlie folîowing form 

—-BANKING COMPANY* 

_ m _is 

SlM, 

I am instructed by the Proviaional Commiùtee to in form 
yon, that tlie fîrst general meeting of the shareholders in the above 
Banking Company will be held at tho .. . 011 

------- ncxt, for the purpose of submitting 

a report of their proeeedings, elceting a board of directes, and adopting 
résolutions for the immédiate constitution of tho Company, 

Tho chair will be taken at twelve o’elock, 

best y on slionld be nnable to attend, I annex a form of proxy for 
votingj tlie blanks of winch you must Jill np bcforc it is placed in the 
banda of a sharehoider. 

I am. Sir, 

Your obeefient Servant, 

--—-— Sôcreiarif. 


Pnoxv fou Yoting. 

-___ BANKING COMPANY 

I, the midersîgned, a shareliokler in the above Banking Com¬ 
pany for --- shares, do hereby appoint ___ 

also a shareholdcr therein, to vote for me, and on my behalf, at the 

first general meeting of shareholders, to be held in ___ on 

-—-_-instant, 

Witness my hand, this -_day of ______ IS 

Namo .,.,, 

Résidence .... 

No. of shares 

At the general meeting the provisional committee make 
a report of their proceedings* Résolutions are then passed 
~1* That the report be reccived and printed;—2* That 
certain shareholders thon named be appointed direetors 
3, That the thanks of the meeting be given to the provi¬ 
sional committee* The bank is now formed, and the 
government is assumed by the direetors* They appoint 
the manager and other officers ; they préparé the deed of 
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settlement; and they adopt the meastires necessary for 
the commencement of business. 

IL —The Deed of Seulement. 

Tl iis is the deed of partnership, winch must be signed 
by ail the shareholders. It fixes the name of the bank— 
the places where business is to be earried on—and the 
dénomination and nuraber of the shares. It recalâtes the 
appoiutment of directors—the qualifications of share- 
holders—and the mode of holding meetings, transferrmg 
shareSj and rnaking dividends. It also provides for the 
winding up of the affaïrs of the bank, in case it should 
not be successfuL So many joint-stock banks hâve printed 
their deeds of settlement, that any new bank would find 
no difficulty m procuring a copy. Ail banks now introduce 
a clause, providing that if onc-third or one-fourth of the 
paid-up capital be lost, the bank shall be dissolved : and 
generaUy there is a clause authoriaing any alteration of 
the deed bv two successive meetings of the sharcholders 
specially summoned for that purpose. 

III, — -Bonds of Security by the Qfficers. 

The foliowing form uiay be adopted for a manager :—- 

Kelow ali men by thèse présents, that we, A , B. of — - C . B- 

0 £ _____ K F. of_and G, are heid and frmly bound 

to W\ X and T. Z. in the sum of five ihommd ponnds of lawfnl money 
of Great Britain, to be pald to tlic said JF. X and Y. Z. or their certain 
attorney, exccntors, administr&tors or assigna, for wliicli payment to be 
wcll and truly niade, we biüd onrselyes and each of us, and any thxee, or 
two of ns, and our and eaeh of our heirs, executors, and administrators, 
and the hoirs, executors, and administrators of any three, or two of ns 
jointly, severally, and respcctively, fîrmly by these présents, Sealed with 

our scals. Dated tbds ___day of---— in the year of our 

Lord one thousmid eight hmdrcd and 

Whercas tlic above bonnden A, B. has been appointed chief manager 

of a certain publie joint-stock banking company, caüed the _-- 

____ ? 0 f which company, and for the general' purpoaes thercof, 
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the abovc-named W. X. and F, Z. hâve beeii appointée! trmlees. And il; 
was agreed, that on the appomtment of the said to be such manager as 
aforesaid, lie should witli sureties enter înto a bond to guarantee lus 
fidelitj and honest conduct while in the service of the said company. 
And whereas each of them, the above bounden C. Il, Ê. F., and G . II. 
lias,, at the reqnest °f the said A , B. agreed to b écorné surety for him as 
aforesaid to the extent of ftve ihousmtd pomids : Now the condition of 
the above-written bond or obligation is, that if the said A. B. do and 
shall from time to time while lie shall continue in the service of the said 
company as the chief manager of the said company, diligently and faith- 
iully serve them, and dévote the whole of his time and attention to their 
business, and gîve such reasonable attendance at their banking-house, as 
the directors for the time being of the said company shaïl from time to 
time re quire, and do and shall keep ail the secrets of the said company, 
and mform the said directors of the company for the finie being of ali 
snch le tiers, wntings, papers, and occurrences whatever as shall from 
time to time eome to his knowledge respecting the said business, and do 
and shall keep ail the cash aecounts, ledgers, bocks, deeds, wntings, and 
papers, belonging or rclating to tire said concem in a proper and business- 
like manner, and regularly answer the letters of their corrcspondents, 
and do and shall take due care of tbc montes, securitles for money, and 
property belonging to the said company, or placed in their custody, and 
do and shall from time to time aeconnt for, render, and make over to the 
directors for the time being of the said company, ail such cash, bills, 
notes, and otlier securitles as shall from time to time corne, or without 
his w il fui default might hâve corne to his hands, and shall not embeüKle, 
conceal, or wastc, nor permit (as far as in him lies) to b s embe^Klcd, 
conccaled, or wasted by otliers any of the property of the said company, 
or which shall hâve bcen entrasted to their care, and do and shall reçoive 
ail the customers of the said bankingdiouse with eivility, and make up 
tfie notes or mémorandums of their respective affairs when necessary, 
and do and shah as far as in him lies cause the elerk or clerks of the said 
company to gïve full and due attendance at their said banking-house, and 
there to conduct and demean himself or them sel ves diligently and faith- 
fully and in au orderly manuer ; and also if the said A. B. do and shall 
in ail other respects diligently, skilfiüly, and faithfully demean and con- 
duet himself as the ciiief manager of t he said com pany : and more over, if 
fhey the said G. D., K F. s and G. IL, their hoirs, executors, or admi- 
nistrators, or somc of them, shall and do well and sufficiently save harm- 
les s and keep indcmnificd the said company and the directors and ail 
other members thereof from and against ail losses, costs, charges, and 
expenscs which shall or may happen or corne to them for or by reason of 
any act, deed, matter or thing whatsoever, wilfully and improperly doue, 
m w iliuhy and improperly oniitted to be donc by the said A. B. in or 
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rl nring the said service, then tlic abovc-written obligation shall bc void, 
bot otherwise the same shall be in full force. Provided always and it is 
hereby declared, tbat nnder the said obligation, the said C. B. 1ns liens, 
executors, or administrâtes, shall net be liable to a greater sum m the 
whole than iwo thousand fine hundred pounds, nor the said E. F. Ins hens, 
exeoutors, or administrators to a greater smn in the whole than One ihm- 
m »d fiw hundred ponnds, nor the said G. JL his hoirs, executors, or 
administrators to a greater snm in the wliole than one thousand pounds. 
As witncss the hands and aeais of the said parties. 


The following is the form for a clerk :— 

Know &U mcn by thcse présents, that A. B., C. B,, and E. F. are 
held and flrmly bonnd to W. X. and Y. Z., in the penal sum of one ihou- 
sand pounds of lawfnl money of Grcat Britain, to be paid to the said 
W. X. and Y. Z., or their certain attorney, executors, administrators, or 
assidus, for which payment to be well and truly made, we hmd ourselycs 
and°each of us, and onr and cach of onr lieras, executors, and adimm- 
strators, and the heirs, executors, and administrators of any thrcc or two 
of us jointly, severally, and respcctively flrmly by these présents. Scalcd 

witli our scak. Dated this-- « 

Wliercas tlie aboyé bomiden A. B. bas bcen appointai a clerk m a 

certain public company, callcd tlie ———----> oî 

company and for the general purposes thercof the abovc-named W. A. 
and Y Z. bave becn appointed trustées. And it was agiced that on the 
appointment of the said A. B. hc sliould with surcties enter into a bond 
to guarantee his üdelity and honest conduet. And whereas the above 
bounden C. 1). and E. F. hâve at the request of the said A. B. agreed ta 
become surcty for him as aforesaid to the extent of pe hundred pounds 
eaeh, Now the conditions of the àbove-written obligation is, tliat if the 
said d B. do and shall, while he shall continue in the service of the said 
company as such clerk, dilïgently and faitlifully serve them, and devote 
the whole of his timc and attention to their business, and givc such 
reasonablc attcndance at their office, as the directors or manager for the 
time lieing of the said company shall from timc to tune retpm c ; and do 
and shall keep ail the secrets of the said company, and in form the directors 
of the said company for the time being of ail such letters, writiugs, papers, 
and occurrences whatsoever, as shaU from time to time corne to his know¬ 
ledge respecting the said business ; and do and shall from time to time 
aceouut for and“makc over to the directors or manager for the time berng 
ail such cash, büls, notes, and other secniitics as shall from time to timc 
eome or without his wilfnl default might bave corne to his hands, and 
shall uot embezzle, conceal, or waste, nor permit (as iar as in him lies) 
to be embezzled, conccaled, or wasted by others, any of the property of 
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the suit! company* or which shall hâve been entruated to thcir care. And 
dso if the said A. B\ do and shall in ail other respects diligeiiÜy, sküfclly, 
and faithfully demcan and conduct himself as sucîi derk of thc said 
company. And moxeover, if they the said a I). and M F, their heirs, 
cxecutors, and administrâtes, or sortie- of them shall and do wcll and 
snfficiently save harmlcss and keep indcmnified the said company and the 
directors and ail other members thereof from and against ait losses, costs, 
charges, damages, and expenses, wliieh shall or may happcn or corne to 
them for or by reason of any act, matter, orthrng whatsœver wilfnlly and 
improperly donc, or wilfully and impropcrly omittcd to be done by tbe 
said AB. in or durmg the said service, thcn the above-witten obligation 
shall bc void, otherwisc the same shall be in fnll force. Provided always, 
and it is hereby declared, that under the said obligation the said C JX, 
his heirs, executors, or administrators, shall not be liablc to a greatcr sntn 
in the whoîe tîmii five hundred pou mis ; nor the said K F, liis hoirs, 
executors, or administrators, to a greatcr sum in the whole than jlve kun- 
dred poirnds. As witness thc hands and seals of the said parties. 

IV. —Déclarations of Secrecy, 

The following is the forra for the directors and trus¬ 
tées i -— 

We, the undersigned persons, being respectively the directors and 
honor&iy directora, and trustées of the public Joint-stock Company, 

T™----— cto severnlly déclaré tbat we will respec- 

tively, faithfully, and impartially discharge the seyeral duties devolving 
on us as sue!) directors as aforesaid, according to the decd of settlcmcnt 

of the company, bearing date the _ day of ___ all( j 

any laws and régulations that may be made in pursuance thereof. And 
we do ilereb r P le(l ge omselves, and as inviolably as if we had taken onr 
oaths tliercto, that we will observe thc strictest secrecy ou the subjcct 
of aU transactions of every description of the company, witk their cus- 
tomers for thc timo being, or witli any other bodics or persons wliat- 
soever, and on the subjeet of the accomits of ali bodics and individuals 
trom tune to timo having accounts witli the said company. Dated this 
--~ % of- _ TS 

Tlie following is the form for thc offieers 

Déclaration of Secrecy by the Managers and Clcrk.i. 

y e, the nndersigned persons, being respectively managers, account- 

ants, caslners, tellers and clerks of the--- Banking Company, 

to severally déclaré, that we will respectively, faithfnlly, honestly, and 
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impartially dî s charge tlic lèverai dulies devolving on ns as sneh m anagers, 
aecounlants, cashiers, tellers, and clcrks as aforcsaid, according to the 
directions of the directors of the company, and any laws and régulations 
that may be made by them. And we do liereby severally pledge our- 
sel vos, and as inviolably as il we Lad takcn our oaths thereto, tliat wg 
wîll observe the strict est- secreey on tlic subj oct of ail transactions of 
overy description of the company with tlieir custonicrs for tlic time being, 
or with any other bodics or persons whatsocvor, and on the subject of 
the stato of the accounts of ail bodics and individnals from time to time 

having aceonnts with tlic SEiid company. Dated tliis —--day of 

__18_. 


Y .—Letters of Guarantee^ 

With reference io Aêmnces or to Büis Biscounied. 

Bill-brokers usually give a letter of griarantee^ instearl 
of indorsing the büls they hâve diseounted witli the 
bank ers. And sometimes one part y will guarantee to the 
bank the bilïs diseounted for another. 

( 1 .) 

To the Directors ofihe __. Banking Company. 

Gentlemen, 

In considération of yonr paying the chèques of Mr—_-_ 

or otherwise advancing Mm sums of money, I hereby gnarantcc tlic re¬ 
payaient thereof upon demanda to the extent of one thons and poujids. 

I am, &c. 


(30 

To the Diredors ofihe - -- Banking Company , 

Gentlemen, 

In considération of yonr discounting a bill for — drawn 

by A . B. or C. Il dated _ at __—- months, I liereby 

guarantee the due payment of the same at maturity. 

I am, &c. 

(3.) 

Gentlemen, 

In considération of yonr discounting the above bills, I hereby 
guarantee lhe punctuaL payment thereof as tbey respectively fall due. 

I am, &e. 


* Tbere are some excellent remaries ou tins snbject, as well as on 
ütlicr matters eonnected witli practieal banking, in " Ckapters on Country 
Banking,” by J. B. Rogers. (E. Wilson). 
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Gentlemen, 

Mr. John Slender may hâve occasion to offer you sundry bills 
for discount. In considération of jour discounting sncli of thein as you 
approvo of, whick I roquest you to do, I hereby guarantee tbc punctual 
payment of sueh bills wlicn due* 

I am, &c. 


YI.—A Farm of Letter, 

J o be ügned bg a Parti/ lodgmg Beeds or other Documents $s Securiiy 
for Adcaueex of Moneg, 


To the Dire ci or s of the 
Gentlemen, 



I bave sent you tire title deeds, and other writrags, rclating to 
my several freebold and copyhold estâtes and properfies, in or near 

---in tke connty of _-and wkich documents I 

nereby déclaré arc deposited with you, as a securityfor al] sums of moncy 
now or kereafter to become duc from me, cither solely, or jointly with 
otliers, to the said banking company, eitlier upon banking account''or in 
any other manner howsoever, (including interest, commission, and -dl 
other usual banking charges); and I bereby engage, upon reqüést to 
exeente to you, or to the trustées of the said company, a mortga-e of 
the said tenements and promises, for the betler seeuring the sauUum 
or sums of moncy, intended to be bereby secured, sncli mortgage to 
contaiu a power of sale, and ail other usnal covcnants, and to be at my 
expense, J 

X am 3 &c. 


Gentlemen, 

Having fh» day borrowed of you £- upon a deposit of 

the nnder-menticmed securities, wliicli suni i s to be repaid to you with 

interest at-^percent, peraimurn on the “ next 

X bereby authorïze you, in case the said sum of P s lia11 not be 

repaid as aforesaid, to sell the said securities, or any part thercof) when- 
ever you may thrnk proper so to do, and repay yourselves tlic sum of 
- and interest, rntuniing to me the surplus (if any) or holding it 
or my account ; and in the event of any cleJlciency, X hold myself re- 
sponsible to you and the survi.vors of you for the samc. 

X am, &c. 

Gentlemen, ^ 

lu considération of the loans, advauces, or discounts whicli may 
bc made to me, or upon my request by you, I bereby charge ail or any 
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title deeds or other property belonging to me, wbieh I may place or 
leave in joui- kands, with ilic repayaient of ail suck loans, advanccs, or 
discounted bills, together with ail Costa, inter es t* and charges tkereon ; 
and I hereby nndertake to make an assigmnent by way of mortgage, with 
power of sale, wheuever called npon so to do, of the property which I 
may or shall be entitled to under suck title deeds. 

I am, 

VIL —Mémorandum of Agreement with refer ence to the 
Lodgment of Deeds. 

Memoüakpum, that on the _ . _day of-—--— in the year 

of onr Lord one tkousand eight hundred and forty -——, -— 

_ kath delivered to ___ _——— .. . 

at tîicir office in __in the connty of -—-the 

seyeral title deeds and documents mentioned and comprised in the 
schedulc kereunto aimexed, for the pnrpese of sccuring to the proprictors 
in the said banking company for the tirne beiug, of whomsoever the sanie 
banking company may frorn time to time cousis t, ail and every sum and 
s unis of money which shall at any time hereafter be due or owing from 

_on the balance of liis aceount cur- 

rent with the said banking company, eitker for money païd or adyanced, 
or to be paid or advanced, by the said banking company ùnto the saîd 

:____ _, or at his reqncst, or which skaï 

be secured by any bond or bill of exchange drawn or endorsed by the 

said __ . or by any promissoiy note 

or otlier oontract whatsoever, with interest for the same respective^ 
from the several ta me s at which they respcctiyely shah be advaiiccd, or 
at which the said bonds, bills, notes, or other contracta respeetively shall 
beeonve due, and thenceforth nntil payment thereof respectively after the 

rate of ___ per eentum per aimum, with commission and other nsnal 

bauker’s charges, so as the same do nofc cxceed in the whole the siun 
of - 

And the said__ . doth hcreby promise and 

agréé with and to the said banking company that ke the said ___, 

, whenever therenuto required by the said banking eom< 

pany, shah and will effectnally convey and assure ail and singular the 
hereditanients and promises comprised in the said deeds and writings 
unto and to the use of the said banking company, in suck manner as 
shall be lawfidly required by thëm, free from incumbrances ; subject 

nevertheless to rédemption on payment by the said ___ . 

of such sum of money as shall be therein expressed to be seenred with 
interest in manner a fore said. And in the said indenture of mortgage 
shall be ccmtained ail usual clauses and covenauts, with power of sale in 
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case default fhall be madc in paymcnt of the principal ami interest te be 
thereby sccured, or any part thereoi As witness the lia-nd of tlie said 
—-— -----tlie day and year fîrst above written. 

{The schedule above referred to.) 

VIII .—Cash Crédit Bond. 

Âlniost every bank that grants cash crédits lias its own 
form of bond. I think the followiiig as good as any that 
I hâve se en — 

Know ail men by thcse présents, that we, A, B . of .. ç. B. 

of ——- -»B B of - . are jointly and severally held and 

Ürmly bgimd to JF. £ of-_-and F. A. of ___ two of the 

trustées of the society or co-partnersMp called the ____ _ h) 

the penal sum of _-——_ poimds of lawful money of Gréât B ri tain 

and Iieland, to be paid to the said F, G. and H. Z, or their certain 
attomies, executers, administrators, and assigns, for which paymcnt, to 
be well and truly rnade, we bind ourselves, and eacb and every of ns, and 
onr, and eaoli and eyery of our hoirs, exe eut ors, and administrators, 
jointly, severally, and firmly by thcse présents. SeaLed with oui seals. 
Dated tins 1 ___ o£ . _______ 

Whercas the aboyebound A. B , lias opened an accmmt with tlie 

above-mentioned society or co-partnership, called the__ 

ai their establishment, at-_-, and is désirons of being accom- 

modated by the said society or co-partnership, from time to time, in 
somc one or other of the varions modes in which bankers are in the habit 
of affbrdmg accommodation, and to induce the said society or co-partncr- 
ship to take the said account, and to accommodate him from time to 
time, m some one or other of the modes aforesaid, the said A ♦ B. and 
the said F B. and R F, as lus surettes, haye agreed to enter into the 
above-written bond or obligation with such conditions as liercinafter 
is expressed* 

Now tlie condition of the above-written bond or obligation is such, 
that if the said A. B., C, Zh, and E. F. y or sonie or one of them, or their, 
or some or one of their heirs, executors, or arîministrators, do and shall, 
on the demand in writing, rnider the Land of any one of the publie officers 

of the said society or co-partnership, called ______ we p 

and truly pay or cause to be paid to the said society or eo-partnership, 
ail and every such sum and sums o£ money as upon the balance of any 
account current, which now is, or at any time or times hereafter shall be 
open between the said A. B. and the said society or co-partnership, shall 
or may, from time to time, be duc and owing from or by the said A, B, s 
bis executors, or administratons, together with ail discount, interest, 
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postage of letters, and commission, accorditig to the usage and course of 

business, but nevertheless to the estent only of £- - principal 

money, exclusive of interest and eosts, in case suck balance shall cxceed 
tke sum ; and so that fhe above-written bond or obligation shall, and 
may be, a continuing sccuriiy to tbc said society or co-partner ship to tke 

amount of B _principal money, bcsides suck interest and 

eosts as aforesaid, notwitbstanding any seulement of account, or otlrer 
mat ter or thing whatsoever, fken tke above-written bond or obligation 
sliall be void ; otkerwise, tke same shall romain in full force and virtuc. 

Signed, sealcd, and dclivered 

in présence of_- 

The following is the form of cash crédit bond used by 
une of the baiiks in Sootland. It will bc seen that the 
lutter part lias a référencé tû the peenliar law of Scotland^ 
and hence it is not adapted for the use of banks esta- 
blished in En gland 

We, J. B., G. B.) and E. eonsidering that the direct,ors of the 
banking company, established in Edinburgh, nndor the fille of tke 

_ _, hâve agrecd to allow us crédit upon a carrent account, 

to be kept in the naine of ike said A, in tke books of tke said bank 

at its branck office in__or at suck other office or offices of the 

said bank as the directors tkereof may from time to time appoint, to the 

extent of_À__pounds sterling, upon granting tke se présents ; 

tlierefore, we, the said A . BG. D., and E F., hereby bind and oblige 
ourselves eonjointly and sevcrally, and our hoirs, executors, and suc- 

eessors wliomsoever, to content and pay to the said____ . -, or 

to-, tke présent manager of tke said bank, or to lus 

successors in office as manager, for behoof of tke said bank, and tke 
whole partners tlierein, or to tke assignées of tke said bank, or of its said 
manager, or his foresaid, the aforesaid sum of fi&e hmdred pounds, or 
suck part or parts tkereof as the said A. B. sliall reçoive or draw out by 
orders or drafts on the said bank, in virtue of the aforesaid crédit, and 
atso suck sum or su ms of monoy as the said bank or its said manager 
sliall stand engaged for on account of me tho said A. B. t by acccpted or 
dîscounted bills, letters of crédit, guarantees, or in any otker manner of 
way not cxcceding in ail the said sum of fim hundred pounds, over and 
above wHàt of the proper cash of me, the said A. B. t may happen to ko 
lodged on the said cash aceonnt ; and that at any time when tke same 
shah be demanded, after six months from the date hereof, with the legal 
interest thereof from the time of advanee, until the saaie be repaid, and 
a fiftli part more of the said principal sum of penalty, in case of fallure or 
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proportionally effeiring to the sum due, and it is hercby deelared, that a 
stated account, niade ont from tlie books of the saM bank, and signed by 
tbe manager, secretary, or accountanfc thereof, for the time witk reference 
to this présent bond, shall be suflïcicnt without any other Toucher to 
constitute and aseertain a balance and change against us, and no suspen¬ 
du shall pass npon the change so constituted and ascertained, but on 
consignation only, And we consent to the registration kereof, in the 
books of couneil and session, for others competent, that letters of korning, 
on six days J change and ail other neccsaary execution, may pass npon a 
decrcc, to be interposed hereto, in common form, and for that purpose 
wo constitute oui' Proourators _______ 

witness whcreof, the présent writteu npon stamped paper by 


IX .—Letters of Crédit } 

Gmnied by the Bank upon its Agents or -Branches, 

(!■) 

——-__ BANKING COMPANY 

To __ 

Sir, 

Thcre bas this day been lodged at tins office by _________ 

tlie sum of ---for tlie crédit of___wliose drafta to 

that amount jou will honour, and charge tlie same to the account of tlie 
———-- Banking Company. 

I am, Sir, 

Your obedîent Servant, 

-—-- Manager. 


£ 

Entered 


Accountant. 


(g.) 

BANKING COMPANY, 


To_ 

Sir, 


(Not Transférable.) 


Y ou will be pleascd to crédit 

iu the sum of ______ 

account of the é _ 

this brancli. 


and charge the saine to the 
—, Banking Company, with 


I am, Sir, 

Your obedient Servant, 


£ 

Entered 


Account mit. 
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(3.) 

- - __BANKING COMPANY. 

Messrs. _-_-— 

Paris. â-— 13_ 

Gentlemen, 

Tins lettcr will be presented to you by_ _— 

to whom you mil be pleased to pay to the extent of__- 

cleducting youv charges, and iaking for jour reimbnrscment Iris drafts on 
tliis bank ? wbieh will meet with due bonoui. 

I am, &c. 


( 4 .) 

Messrs* ,--— -———— 

New York * 

Tliis lettcr will be presentcd to you by Mr, -, in 

whosç favour we beg to establish a crédit for_pounds sterling. 

You will please bold tliis snm, or any part thereof at his disposai, Icss 
your usnal charges, and take in exchange 1ns drafts upon tins bank, 
wliich will be duly honoured, ït is nndcrstood that tliis crédit is to be 

available for onc y car from this date, at which period if Mr,______ 

has not madc use of it, you will consi der it cancclled. We shall forward 

you, in our ncxt letter, the signature of Mr. ^—.-, to wliieli we 

refer. 

I am 5 &c. 


X .—Deposit Receipts. 

These are receipts for money, upon which the bank 
allows interest. The foliowing form may be used : 

__ BANKING COMPANY. 



îteceived from ___—_the sum of _- - 

sterling to the crédit of his deposit account with the __—_-—— 

Banking Company. 

By Ordcr of the Board of Directors. 

Entered „ _. Account mit. .. ■ - Manager. 


The following form is a iimch better one* but, unfor- 
tuiiatcly it is illégal. According to law, we cannot intro- 
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duce tbc rate of interest allowed, nor thc notice rcquired, 
unless the receipt be stamped* It may be hoped, that în 
the next S tain p Àct ; the Chancellor of the Exehequer will 
introduce a clause permitting the nse of sucli reeeipts as 
thc folio wing* It is used by a highly respectable bank in 
one of the Midland Counties :— 

-- — BANKING COMPANY. 

No. __„ 18_ 

Reeeived kmi _ ____ the sum of_ 

for wliidi we are accountable with interest at the rate of —__ per 

cent, per aiinum, on recciving dàjs 5 notice. Interest to ccase 

from day of notice. 

For the Direct ors and Proprietors of thc___ 

-----Banking Company. 

^ , ..- -- Manager. 

No interest allowed unless the moncy romains throe months* 


XL —Réquisition Notes. 

Thèse are notes or mémorandums winch are used b y 
sonie banks to enablc tlieir customers to State with less 
trouble what they require^ and to specify the cash they 
pay into thc bank, They are usuaily placed on the 
comiter^ to be ready when wanted. The following are 
the forms most in use — 

ao 

Bequisition Note. 

£o be fdled up by Parties désiring Reeeipts for Money deposifed t Leiiers of 
Crédit, or Bîlh ou __,_ 


day of 
Wanted from the 

the Managers ___ 

in favour of__ 

for the 3tmi of ____ 

Entered £ 


-18 

Banking Company 


Spécification of Money 
presented to the Cashïer. 


Ajjpiicant. 
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( 2 .) 

Letteb oï Crédit. 

Spocification of 
Moncy. 

Bank of Eu gland 

Hôtes . 

Gold. 

Silver and Coppcr 

Local Notes. 

Bill s... 

£ 

Ente lc d to Crédit of 


Wantedj the . 
Letter of Crédit on 

in faveur of ___- 

for_ 


£ 


___ 18__ 

Banking Company’s 


AppdcanL 


(3.) 

pAYMENT TO CREDIT 03 ? CuitEENX ACCOUNT. 


__*_- 18_. 

Faicl to tlie ______ Banking 

Company, the sum of —- 

to be placed to the crédit of... 

in current account with sald bank. 

By _ 


Entered in tlic Bank's Casli Book, B.---— Telkr* 

(40 

Application tou Account. 

N a me s of Persons compoaing Iho Ficm. 

Eirm ... _- 

Business--—— 

Kesidence..... _-—. 

Probable 

Àdvance required..B 

Security proposer!.. 

Order of tlie Board per Minute, \ 
dated--— 18 / 


retum.. 


. £ 


Spécification of 
Money. 

Bank of En gland 
Notes .......... 

Gold... 

Silver and Copper 
Local Notes...... 

Bills... 

£ 
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By the 


( 5 .) 

Bnxs Discounted 

—__ Banking Company al 

io ----- on __ 


18 . 


Ni>, 

\Vhecc Piphlfi. 

Postage, 

Wliçn Payable, 

DiLys, 

Aiimuiit of £ï il 1 , 

1 Discount 

ppoceéd s. 

















XII .—'A Letter 

Summming a General Meeting of lie Shareholders* 
..BANKING COMPANY. 


I beg leave to inform you tkat the Àmlual General Meeting 
of tlie Propriétés of this Conipany, pursuimt to the deed of seulement, 

will be held at twelve o’clock on_instant, at the ' 

in Ibis place, for the purposc of eleefing Directes, and for the despatch 
of other business, 

A list of ail the ProprietOrs qualided for the direction by holding Êèy 
sliares and upwards, is annexed, 

I ani, Sir, 

Your obedicnt Servant, 

—-——-- Manager , 

Most large banks hâve also a printed form for their 
letters of ordinary correspondeuce, as the follawing : — 

Sir, 

I beg to acknowledge the reccipt of your faveur of tlie____ 

enclosing snndries B _and undue bills B 

for the crédit of your account. Your advices bave duc attention. 

You are credited for tlie following__snms received. 

I am, Sir, 

Your most obedicnt servant, 
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XIIL —-Spécial Contracts. 

Those joint-stock bankg that are not formée! under tlie 
Act 7th Geo, IV. cap, 46, sue and are sued in the naines 
of tlieir trustées * And to euable tliem to do so, those 
parties who open accounts with the bank enter into a spécial 
contracta Tliis may be done by a letter adtlressed to tlie 
trustées personally, in a fonn similar to tlie foliowing . - 

To A. 0. J),, and KF ; 

Gentlemen, 

You engaging tliat the .. . Banking Company shall pay 

to me whatever siirns may bc due to me ou my carrent or other acconnts 
with it, I hereby agréé, as a separate contract wîth you, to pay to yon or 
tbe surpivors of you, after demand, the balance, if any, which shall at 
any time hereafter be duc by me to the said Banking Company ou those 
acconnts or otherwise. 

I am, Gentlemen, 

Your obedient Servant, 


XIV,— Notices of Caïïs for further Papneni on Shares. 

__ BANKING COMPANY, 

_ 13 __ 

I beg to infoim you that the Board of Dire et or s of ibis Com¬ 
pany, agreeably to the powers contaôned in danse No,_— of the decd 

of constitution of the Company, bave made a third call of B -—- 

per share on each of the sbarcs in the Company, and tliat the same wül 
become payable on tbe —— of-nest, 

The certificate for yonr share is at ——, and will be dclivered 

to you on payment of -, aud in exchange for tbat now in your 

possession. 

You will pleasc to taie notice, that ah payments for calls must be 

made free of postage, and in cash, on or before the - of ——---> 

otherwise tbey will not be reçoived exccpt wîth inter est at the rate of 
5 per cent, per annum from that date, 

I am, Sir, 

Your most obedient Servant, 

_ Manager* 

* Thèse bank s obtamed in 1844 the power of suing and being sued in 
tbe names of tlieir registered public oSiccrs. 
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XV .—Certificates of Shareholders. 

Some banks exchange the olcl certificates for neiv ones 
after evcry call. Otliers do not grant netv certificates ; 
and some do not issue certificates at allj unless a party 
recpiests to hâve some evidence that he is a shareliolder. 

_BANKING COMPANY. 

CTBNT TtAT. BANK __ 

This is to ecitify that Mr. _ 0 f is 

a proprletor of —__ shares in the capital stock of the _ , 

Banking Company, on ‘which —-per share has been païd. And 

as tlie proprletor thereof ? he is cntitled to ali benefits and émoluments 
arising from sucli shares, agreeably to the leed of settlement of the com¬ 
pany* dated the ,— day of 18 

As witness our liand this-day of .-_-one thousand eight 

hnndred and 
No. 

} Tm of the Direetors 
of the Company. 

Hegistered ________ 


XVI .-—Deed of Tra?isfe?\ 

This deed is executed by the buyer and seller of any 
shares in the baiik, after the direetors hâve given their 
consent to the transfer. The following is the form of this 
instrument ;— 


This Indenture, made the . 
_~__of __ 


- day of. 


. of the second part ; and 


of the fhrst part ; 


IS—-, between 


of the City 


trustées (appointed hy the board of direetors of the 


of__ 

of . 

———— Banking Company) of the covenant hereinafter contaîned, 
of the tkird part, 

Whereas the said _-_——-- has bccome the pnrehaser, with 

tlie approbation of the said board of direction of ___ share in the 

capital of the said company : on eaeh of which shares the snrn of_ 

pounds still re mains unpaid, 

New this indenture witnesaeth, that in considération of the snm of 

— --—-—- at or beforc the sealing and delivery of these présents 

paid by the said - _ to tlie said__ the 
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. the said 


rcceipt of wMch said sum of _--- 

doth hereby acknowlcdge, and from the samc and cvery part tlicrcoi, 

doth release and for evcr discharge tlie said _-- hls heu ,* J 

éxccutora, administrât or s, and assigna : tlie said -7“ ' ' l 

bargained, sold, and assigned, and by these présents doth bargain, sell, 

and assign unto the said _--- W» «ecutors, administrators, 

and assigna, ail those tlie said shares of his tlie said T" 

in the capital of the - Banking Company, and ail benefits, 

advantages, powers, and privilèges attending tlie sanie; to have ho d, 
receive, and take, the said shares hereby assigned, and the said benefits 
advantages, powers, and privilèges attendra- the saine, nnto the said 
_his exeeuiors, administrators, and assigns, lor his 

and their own use and henefit. . . . 

And the said __doth hereby, for liiraself, his hens, 

exeoutors, and administrators, covenant, promise, and agrée, vvith and to 
tlie said _____ and - - - - tteir exeeutors, 

and administrators, that in respect of thc share liereby assigned, and ail 

and cvery other share and shares which the said---— 

may hereafter purehase in thc capital of thc said company lie the said 

____ his heîrs, executors, or administrators, sliall and will, 

well and truly, in ail respects, observe, perfora», and keep, ail and singu- 
lar the covenants, agreements, and provisions, contamed in the deed ot 

seulement of the said company, bearing date thc _-_ day ot ——— 

Igg_ ; so far as thc samc ought on his or their parts to be observed, 

performed* and kept. 

In witness wliereof, thc said parties to these présents hâve hcremito 
set their hands and seals, tlie day and year first above-wntten. 

Witness to the ideutity and signature of —----- /----- 


Sîgncd, scaled, and delivered by 


In tlie présence of 


Mémorandum. 

Il is needful that tins document slionld be completed and left at the 
office of the company withont delay, when a cèrtificate of the shares will 
be glven to the purchaser, into whose name the shares caimot be phmed 
imtii this régulation is complied witL 
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X\ II. Circular Notes, issued by the London and West¬ 
minster Bank. 

LONDON AND WESTMINSTER BANK. 

Wo - Lettre m Ckedit Circulaihe pour B Sterls. 

“ Mes3i f urs ’ les Balî P de ™, Londres, ce ____ 18 

désignés dam nos Lettres d'indication. 

Messieurs., 

Cette lettre vous sera remise par M. 

dont tous trouverez la signature dans notre Lettre d’indication susdite. 
Je vous priç de vouloir bien lui compter sans frais quelconques, la valeur 

dc ——77— Livr03 Sterling an cours à Usance sur Londres contre 
sa traite ci-jointe sur cette Banque, 

Pai l'honneur d’être, 

Messieurs* 

Votre très obéissant Serviteur, 

---- Secrétaire. --- Gérant. 

On the other side 


LONDON AND WESTMINSTER BANK, 

^ —"— London. 

A sept jours de vue préfix payez à l'ordre de M___ 

-- Livres Sterlins valeur reçue, 

% 

a _ _ __ 

ce — --- 184 ^_ 

These Circular Notes are accompanied bj the fbllowmg 
L citer of Indication 


Lettre ‘d’Iudicatiqx, 

LONDON AND WESTMINSTER BANK. 

Londres, ce 

Messieurs, 

Le porteur de cette Lettre, M. 


1 S_ 


t --„ -- - -—— pour 

lequel nous réclamons vos attentions, est muni de nos Billets de Change 
Circulaires pour son voyage. Nous vous prions de lui en fournir la 
valeur sur son double acquit au cours du change à usance sur notre 
place, et sans déductions de frais, d’après nos instructions. 

Si la Ville où il en touchera le montant n’a pas de change direct sur 
Londres, vous voudrez bien en combiner un avec la place cambiste la 
plus voisine. 

Vous observerez que tout Agio sur espèces d’or, ou d’argent, et tous 

C C 
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frais extraordinaires dans le cas d’un remboursement indirect, doivent 
Être supportés par le porteur, et ne peuvent être à notre charge. 

Cette Lettre devant accompagner nos Billets Circulaires doit rester 
dans les mains de leur porteur jusqu’à leur épuisement, 

Nous avons riiûimeur d'être. 

Messieurs, 

Vos très humbles et très 

obéissants Serviteurs, 

___ Gérant. 

___ Secrétaire , 


Villes. üorretpoftdan s . 

Abbeville, MM, Gavclle & Cie. 
Aix la Chapelle . Qcdcr & Cie. 

( Charlier & Schie- 


Do. 


l bler. 


Àix eu Provence, Guitton Talamel. 

fWm, à Eobert 


Àlcppo... 
Alexandrie 
Amiens . . 

Amsterdam 
Ancône . . 
Anvers, . . 
Athènes . . 
Augshonrg 
Avignon. . 
Àvranches 
Baden Baden 
Do. . . 
Baguèrcs 
Bigorné. 

Barcelone . 


de 


\ Black & Co. 

. . Briggs & Cie. 
f Grimaux & Code- 
l ville, 

. . Hope & Cie. 

. . G. Terni & Mis. 

. . Usy à Cie. 

. . F. Strong. 

. . P. de Stettin. 

, . Thomas Frères. 

.. P. Hullin. 

■ * F. S. Meyer. 

, . Angustas Klose. 

| Villeneuve & Cie. 

f Gerona, Frères 
Clavé & Cie. 


\ 


Barèges.Villeneuve & Cie. 

Basle.Vischer & Fils. 

Bayonne ..... Capt. Graham. 

T , . , fWm. & Bobevt 

E011 '° Ut ■■■■ { Black & Co, 

Bergen.A. Grieg & Fils. 

t-, (Les Frères 

BCrlU1 . I Schicldcr. 

Berne ....... Marcuard & Cie. 


Villes. Correspondons, 

Besançon, MM. Jacquard & Cie, 

Blois.. . À. Bruère. 

Bologne en Italie, F. Perotti. 

Bonn........ Jouas Cahn, 

D i f Barton & Gués- 

Bordeaux ... { 

K tier. 

Boulogne 5 / 3 l{ A “° Adam 

Brernen ...... H, Sehroder Fils. 

Bresîaw ...... Eickliorn & Cie. 

Bruges, .F, Du Jardin. 

^ , f Frères Lobbecke 

Brunswick j & ^ 

Briinn.J* Herring. 

Bruxelles . . . {^Brugmann & 

Cadj*. { T Tcr ^ res 


Caen . .... E. Guilberr &Cic. 

Cairo.Briggs à Cie. 

Calais .P. DcvÔt & Cie. 

Cambray ..... N.Boniface&Fils. 

Carlsbad ..... B. Gottl & Fils. 

I C arismlie ...... Augustus Kl ose. 

Cass cl, (Hesse). L. Feidcl. 

Cette........ F. Durand & Fils. 

. ( Ye. Python & Ge- 

Chambéry, \ noudl'iL, aillé. 

Cherbourg .... Manger Frères, 


,, Tr -. . (John Thomas 
Civita Yecchia [ . 

i LowCj j un. 

Cobients.F. IL Kehnnann, 
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YlUet* Correipondan*, 

Cobourg * MM- Schraidt & Cie. 
CologneJ. D, Herstatt 
Constance * . . , Maeairc & Cie> 

Constantinople ( ^ ias ' Hanson 
* l & Cie, 

Copenbagen . . . Frolick & Cie. 

Corfu . ..J, Courage. 

Damasous-G, H. Gibb & Cie. 

Dantzig ...... Gibsoue & Cie. 

Darmstadt-X A. Zoeppritz. 

Dieppe ,..Quenouille ainé. 

Dijon........ Drevon& Marion. 

Dresde.. M. Kaskel 

Dunkirk. ..... Charles Cartier. 
Dusseldorf , . . . G, Cleff. 

Elberfeld . . . ( Yojlder Heydt 
y Kersten&Fik 
Elsineur...... H. & G, Fenwick. 

Emms ..... / Heinhard & 

t Jordan. 

Florence ... [Flowden & 
f Freneh. 

Brankfort SfM / Go S gI > Koch & 
l Cie. 

f M. A. de Roth- 
L schild & Sous. 

Gand .Bank ofBlanders. 

Genes ....... Gibbs & Co. 

Genève .... (Lombard, Odier 
<■ & Cie. 

Libraltui'.Archbold & Cie. 

Gottmgen-L. & P. Benfey. 

Grafenbur» ( J D'nstein & Es 
' l kcles. 

Hague.Scheurleer &Bils. 

Hambourg-S. Heine. 

Hanovre .L. & A. H. Cohen. 

Ha " e .— Dubois & Cie. 

.Etienne Trotenx. 

Heidelberg-C. A. Bries. 

Inspmck.Louis J". Mayer. 

Interlacben, . .. Isidor Jackowski. 
Jérusalem-W. T. Young, 


Do. / ; 


1 Correspondant. 

Kissingen, MM. Brèrcs Bolzano. 
Konigsberg . . . C. L. Andersch. 

Lausanne.Chas. Bugnion. 

Loipsig.M. Kaskel. 

L°.Brège & Cie. 

Liège. ( M. J. Vcrcour & 

l Cie, 

Dille Douze Mathon. 

f J- M. Seheiben- 
l pogen Eidam. 

- H. G. Seliolt/v. 

■ W.Maebean&Cie. 

. Frères Muller. 

. F, Knoerr & Fils. 

. F. Pétri. 


Lin z 


Lisbonne 
Livourne 
Lubcç . . 

Lucerne - 
Lucqucs , 

Do.Baimdcf PIowdei1 & 

* French. 

Lyons Ye, Guérin & Fils. 

Madcira.... ( Murdock > Short- 
^ ridge & Cie. 

Madrid. H. O. Sliea & Cie. 

Ma| aga .. John Giro. 

Malt ».Jas. Bell & Cie. 

Manheim.J. G. Reinhardt. 

Marienbad-Bernard Gottl. 

Marseilles ( SaJav -D p èr<h Ms 

l & Cie. 

Mayence.Bred. Kom. 

Mcmel. 

Messina.Cailler & Cie. 

Metz ........ 

Milan / Caadi di Tournas g 

l &Cie, 

Montpellier ... B. Durand & Bils. 


C c 


Mo3 <*w .J. L. Burekhardt. 

M ™ieh.A. E. D’Eicbtbal. 

Kancy.Elie Baille. 

Naüte s.P. Cîret&Cie. 

Nil P les .W.J.Tnrner&Co. 

Do. f C. M. de Roth- 

l- scliild & Sons. 

Neufchatel-B. Henri Nicolas. 

New York .... J.G.King& Sons. 
2 
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y Met' Correspondant* 

Nice . . . . MM. E> Carlone & Cie. 

fYincens Devillas 

Nismes . \ & Cie. 

Nuremberg. . . - Leonard Kalb. 
Odessa ....... E- Mali s & Cie. 

Oporto ...... Burmester & Co. 

| Daquet aîné & 
Orléans . . . . \ Cie 

Ostcnd.F. A, Belleroclie. 

Palermo.. G. Wood & Cie. 

p ar j s .Callaghaa & Fils. 

/ De Rothschild 

Paris . \ Frères. 

Parrna.L. Laurent. 

Pau.Merilton aine. 

Perpignan_P. Durand. 

Posth_*_G. J, Malvieux. 

Pisa ..-F. Peverada. 

(G. A. Feidler & 
\ Plis. 

/ Àxnstehi & 

1 Rskelcs, 

. . P, S. Meyer. 

. . G. W. Henle. 
Rennes ...... C. Le Ray. 

/ Ruînartj Père & 


Prague 


Presbourg . 

Rastadt . . . 
Ratisbonne. 


ïüieims 


l Fils. 


Riga. 

Rome . ..Torlonia & Cie. 

/ Plowden, Gholme- 


Do. . . . 
Rouen . . . 
Rotterdam 




ley & Co. 

. J. Faucon. 

/ D. & G. Blanken- 
l li 


heym, 

Salzbourg..... — Spath, jne. 
Scliaffhouse t . . Frey à Fils. 
Schwaïbaeh . . . M. Berle. 


Filles. 

Correspondansr 


f MM.CahiiyWhite 

Seville .... - 

l & Cie. 

Smyma 

. Lee & Fils. 

St. Gall . . . . . 

, J, J. Mayer Fils. 

St, Malo . . . - 

. P. Eontan. 

St. Orner . . ■ ■ 

. À. Gaiïieri. 


fCayley, Moberly 

St.Petersburg. 

l & Cie. 

Spa.* 

. J, E. Ilayemal 


( Tottie & Arfwed- 

Stockholm . . 

l son. 


f Les Fils de G. H. 

Stuttgard . . . 

1 Relier. 


f Renouard de 

Strasbourg . . 

\ Bussière. 

Tarbes..... 

. . Villeneuve & Cie. 

Toplitz .... 

, . Fmanuel Mayer. 

Toulon. .... 


Toulouse . . « 

, . J. Cassaing à Co. 

Tours ..... 

. . Gouin Erères. 

Treves. 

. , Roverchon à Cie. 

Trieste .... 

. . J. Collioud. 

Turin. 

, . Nigra Frères. 

Valenciennes 

. . G. Serret & Cie. 

Yenice. 

. . Sehielin Erères. 

Verona . , . ♦ 

. , J. Smania. 

Yevey . . . ■ - 

. . P. Genton & Cie. 


( Amstein & 

Vienne 

\ Eskelcs. 

TJtrecht. . . . 

., Ylaer & Kol. 

Warsaw. . . . 

, , S. A. Fraenkel. 

Weimar . . . 

. . . J, Elkan. 


Wiesbaden . . .. M. Berle. 
Würzbourg ... G. Oehninger. 

f Gaspard SehulL 
Zurieh . I Lésa & Co, 
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XVIII. A Table, showing the Relative Value of Gold in London 
fat the Mint Price of ‘61. 17s. 101 rf. per Ounce Standard), and 
in the Cities of 


PermillE. Fcs. Cts 

0 

... 25 14| 

è 

- » m 

i 

... „ 17 


>, iH 

2 

... „ Ï$ï 

2 é 

... tp 20% 
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XIX._ A Table of English Money* reduced into 
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Piüissian Coin.—T haler, Silbergrosseh, and Pfenning. 

1 thaler = 30 silbgt. 1 silb. = 12 pfemimgs, 

Peanoort. —Guidera, Kreutzcrs, and Hellere. 

1 guider - GO kreutz. 1 kreutz. = 4 heL 

Dutch.—G uilders and Cents. 

T, guild. = 100 cents. 

Belgium anb France.—F rancs and Centimes. 

1 franc = 100 centimes. 

* For an accouut of the Silvcr and Gold Coins of different ConntiieSj 
and theiv Sterling Taine, sec the New London Mercantile Directory, 
for 1849. 
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Value û ü wlmh lhe following Coins 

are generallg mrrent. 
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The above table has been circulâtes by the General 
S team Navigation Company, On this subjcct I woulcl 
refer to Mr. Watcrston's Mamial of Commerce : being a 
Compendium of Mercantile Tables, British and Foreign 
MonieSj Weights, and Measures, and the Theoiy and 
Practice of Exchange ♦” (Simpkin, Marshall & Co.) We 
think also tins is a proper place to introduce the following 
aceount of the origin of English Coins 

t oüsd. Thougîi a pound is one of the most common dénominations 
lor monejj it ne ver was a real coin, cither in gold or s il ver, in any âge 
or country* Such large and pondérons coins would. bave been in many 
respects inconvénient. But for many âges, both iifBritain and in other 
emmtries, tliat nu ai ber of small coins winch was denommated a pound 
in computation, or a pound in sale, reaUy contained a pound of silvcr, 
and they might hâve been and frequently were weighed, as well as 
numbered, to asccrtaiu their value. If the number of coins tliat were 
denominated a pound in sale, did not actually makc a pound in weight, 
an addition al number of coins were thrown in to makc up the weight, 

Mo Ne y was coined in the Temple of Juno Mo ne la, whence our 
English Word momg. 

" Coin,—C oin (mm, pecmia) seems to corne from the Trench coign. 
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A PIUCTLCÀL TM ATI SE 


i.e, augulus, f a corner ? whenec it bas been lield tliat tlie ancientest soit 
of coin w square with corners, and not round as it now is* 

Cash ,—Cash in a commercial style signifies the ready money wbicii 
a merebant or otlier person lias at his présent disposai, and is so called 
from the Prcricli terni came, i.e* "cliest or coffer; for the keeping ot 

« Gtjikba.—T his coin took .its dénomination Guinm, because the gold 
wliereof tbe first was struck was brougbt from tliat part of Africa so 
called ; for wbieh reason, it likewise formerly bore the impression of an 

éléphant. . , * 

« The vaine or rate of 4e guiuea bas varietl It was first struck on 

the footing of 20s. ; but, b,y tbe scarcity of gold, was afterwards ad- 
vanced to 21s. Grf., and again sunk to 21s. 

“ As gel.— The migel, called in the Trench angelot, was a gold^ com, 
value 10s., struck in England, where sonie few are still to bc scen m the 
cabinets of the curions. It liad its name from the figure of an angcl 
represented on it; which figure was adopted, according to Enpm and 
others, to commemoxate a pun of Pope Gregory the Great, wkieh scems 
to hâve greatly flattered the vanity of the nation. Struck With lhe fair 
complexions and blooming conntenances of some Anglo-Saxon captives 
who bad been bronght to Rome, Le inquired of what nation tliey were, 
aud what tliey were called, and being answered Angles Jnstly ba tliey 
so called,’ quotli hc, ‘for they hâve angel-Yske faces, and seem meet to bo 

made co-heirs with tbe angels in keaven. 

« Shilling —The etymolegv of the word s mjlling would lcad ns to 
suppose it to hâve been a certain quantity of nncoiued silver; for whether 
wc dérivé it from pcÿlun, 'to divide,’ or peeule, ‘a scale, the idea pre- 
sented to us by cither word is the sanie; that is, so much silver ont oit, 

as in China, and weighing so mneh. 

“ Thcrc were noue eoincd till 150t. Pabian mentions them nnder 

their proper names, 34 Henry the Bighth. 

" A Tester —Tester is derived from the French word Me, a head 
a pièce of money stamped with a head, which in old Prend, was called 
<un testion’ and which was ahont the vaine of an old English sixpenee. 

* Tester s is used by Slmkspeare. . 

« Tester, sixpence, from lésion, Trench, an old silver com, lormcrly 
worth 12 d., sinking by degrees to gilt brass, and sixpence. 

“ GEoil.—Other nations, as the Dutcb, Polanders, Saxons, l.olic- 
mians, Trench, &c. hâve likewise the groah, 9 ™ois, groehes, gros & c. 
In the Saxon times no silver coin bigger than a penny was struc. m 
England, nor after the Conqucst nntil Edward the Th.rd, who, about.the 
year 1351, coined grosses, i. e. groah. or great pièces, winch went for 4 d. ; 
and so tbe niatter stood till the rcign of Henry the Bighth, who, m 
1504, first coined shillings* 
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" Penny, Halfpenny, Faetiung-. —Caraden dérives the word 'penny* 
from the Latin pccunia., * money/ 

tY 111 c scient English penny, penig , or pening, was the first silver coin 
stnick m Engl and ; nay, and the only one current araong our Saxon 
ancefitors ; as is agreed by Camden, Spelman, Dr. Ilieks, &o. 

“ TIie penny was eqnal in weight to our three-pence; Êve of them 
ïnade one shilling, or scilling, Saxon ; thirfcy, a mark, or maucuse, eqnal 
to our 7s. M. 

Lntil the time of K in g Edward the First, the penny was struek 
wifî] a cross so deeply indented in it, that it might be easily broke, and 
parted, on occasion, into two parts, thence ealled halfpemtes; or into 
four, thence ealled fourtHngs, or fartMngs. But that prince coined it 
without indenture ; ift Heu of which, lie first struek round ïmlfpence and 
farthmgs, 

* É Tic also reduced the weight of a penny to a standard ; ordering that 
it should weigh thirty-two grains of wheat, taken ont of the middle of 
tlie ear. Tliis penny was ealled the pemy sterling. Twenty of tlicse 
ponce were to weigh an onnee ; whence the penny bccame a weight, as 
well as a coin. 

“ The penny sterling is riow used less as a coin, and subsista chiefly 
as a money of account, coiitaining the 13th part of a shilling, or the 
24QÜ1 part of a pound.”* 

XX *—Form of Bond of the Guarantee Society. 

Public Oompâmes Form. 



£. 


GUAKANTEË SOCIETY* 


Articles of Aoeeement made and entered into the _ day of^ 

m the year of our Lord one thousand eight hundred and ___ 

heiween the ihree Pireclors of the Guarantee Society, wkose marnes are 
hereunto subscvihed} on the part and hekalf of ihe said Society of the fret 
part, and --- of the second part, 

Wlicreas the said parties hereto of the second part hâve preamtte* 
applîed to tlie said Guaraiifce Society for a guarantee lo the 

extent of-.---— pounds, ugainst any loss to be 

sustahicd by the said —_by or through any 

fraud or dishonesty of ___ of 4 

wMft employcd by the said --in tlie capacity 


of 


And the said society hâve agreed to 


enter into sueh Guarantee accordingly, on the ternis and sub^ 
ject to tlie provisions and conditions liereln contained and 



* Erom Notes of a Bookworm. 
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ronaidera- liereunder wrilten. Now tbese présents witness, tliat in con- 

,ion - sidération of tlie promises, and of tlie sum of —-- P al " 

oji belialf of the said---— a * a premium for such 

guarantee from the--day of---«ntil tlic -day 

0 f_one thousand eiglit Imndred and forty—-- 

both inclusive, beirig one ycav and part of another year : It îs 

Guarantee. hereby agrced and declared, tbat from tlie said - day of 

to the last day of-and thence for one year, videltcrt to 

the last day of-, one thousaud eight hundred and forty-— 

inclusive, and for evcry successive term of twelve calendar 
months for and in respect of vrhich the premium of -— 
shall be paid to the said society, and the said society shall 
agréé to accept the saine (such payment to be made on the 

last day of_ _ in eacli year, oi' witlün fifteeii days 

thereafter, at the office of the Guarantee Society) during the 

service of the said - ™ tlic ca P acit y f 0 ™’ 

tlie fuuds and property of the said society shall, on the tenus 
and subject to the provisions and conditions hcrem contamed 
and hereunder written, which are to be taken as part ot tins 
aurecmcnt, and subject also to tbe provisions of the decd ot 
scttlement of the said society, bcliable to pay and satisfy unto 


at the expiration of three calendar 


months aftor satisfactory proofs and fnll particulars of the loss 
and of the nature and estent thereof (venfied, if the said 
society shaU so Tequire, by déclaration under the statutc ot 
5 & 6 Wm. IV. c. G2) shall hâve been reeeivcd at the office ot 

the said society. Ail snch loss not execeding-- — 

pounds (provîded snch loss shall havehappened witliui eighteen 
calendar months next preceding the reecipt of such proots and 

particulars) as the said---may sustam from 

anv frand or dishonesty of the said-_to tje 

committed after the said .-- day of--- and during 

hîs nninterrupled continuance in the said service m the capa- 


««^.uui'd Vrovidcd always that the said 



fraud to be 
gîveti vïitbm 
ten dayfl. 



the particulars thereof; and from and after such discovery the 
guarantee herein contained shall, as to loss by any act of 

_ . _ i J J nsn Alt xi ■ hpl SL T. RII 
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aecordmg to thc provisions of the said. decd of seulement, 
sliall alone be subjeet to any daim in respect liereof; and tliat 
neitlier any dirèctor executîng thèse présents, nov any pro- 
prietor or holdcr of shares in the capital of thé said society, 
sball be individually iiable in respect of any sucb daim, or 
mider this agreement, boyond so nmcli of the amonnt of thc 
sharcs tien held by Mm or lier in the said capital, and not 
subject to prior daims and demanda, as shall not for the time 
beîng Lave bcen paid np. Provided also, and it is hereby Society to 

agrced and déclaréd, that thc said_sliall in ^ ,Elve P°^er 

case of making aiiy such daim in writing as aforcsaid, forth- *° I,rosecutt: ' 
with, upon being required by thc said society, when lawful. 


arrest the said 


for any offencc or olïcnces 


that lie înaÿ bave commit te d, in respect of whieh such daim 
shall hâve arisen, and personally appear npon any examination 

or examinations of the said__ an[ j at 

trial ; and in that case the said society shall be at liberty, at 
tbeir own costs and charges, to carry on any prosec uti on or 
prosecutions for snch offence or offences, and to commence 
and carry on, in such name or names as they may be advised, 
and for tbeir own beneflt, any actions, snits, or other procced- 
ings against the said — for thc recovery of 

any monies or ehattels lost by bis fraud or dishonestv or for A ” y pay_ 

damages ni respect thercof,__being hereby »»»■» ° r . 

indemnified against ail costs, charges, damages, and expenses i'oileàty tobf 
in respect of sneh prosecutions or other proceedings. And it 
is fnrther agreed and deelared, that when any sneh loss shall 
bave been satisfied by or on hehalf of the said society, an u p *" «« 
indorsemeut in satisfaction of ail daims shall be made hereon, S ‘’ Cle ‘ 1 '' 
and signed by tbe person or persons to whom the amount of 
snch loss shall be paid or satislied, and thereupon these pré¬ 
sents shall be given up to and for the benefit of the said 
society, to be of no further force or effect against them. In 
witness wbereof, tbe said parties hereto bave hereunto sub- 
scribed their names the day and year first above written. 
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COEDITIONS OE ASSURANCE. 

In the event of any loss for wkich the society sball be bahle, stick loss 
shaü be borne by tlie society, rateably only, and in cornai on with any 
otlier person or persans who liavc already, or sball kereafter during tke 

continua uce of this guarantee, become security for tlie said - - - 

in tkc service or cmploymcnt above rncntioned, according to ike amonnt 
for wliicli each s h ail be guarantee, 

Tke above agreement is subjeet to tkc condition that fke ans w ers 

whicà bave beon given and signed by tke said___^ and by 

tke said .— ___to tbe questions lettered from A to /, both 

inclusive, submifcted by tke society, and containcd in a paper called 

u Form of Proposai for Guarantee,” and dated .-are in 

ail respects true and correct, otkerwise tke said agreement to be void. 

Tkat no premium sball be returned nnder any circumstances after tke 
sîgning of tbe above agreement. 

Examine(l and regMeveâ _I_. _ _ 

XXI .’—Provident Clerks* Benevolent Fimd. 

MILES ÀTSfD KEGULATIONS. 

], Tiile ^ïhat tbis brandi of tkc association be called “ The Provident 
Clerks* Benevolent Pund,” m connexion with “Tbe Provident Clerks* 
Mutual Benefît Association.” 

% Object .—Tkat tbe objcct of tins brandi of tlie association is to pro¬ 
vide firnds, by donations, sub script ions, bcquests, or otherwise, for tbe 
pur pose of granting temporary or permanent relief to distressed derks, 
who are or bave been members, tkeir widows and familles. 

3. Mmbers .—That tbe following persons sball be members of this 
brandi of tke association, and be entitled to vote at ail general meetings 
of this branch of tke association, via,— 

Pirst—Members of tlie Benefît Department wko were admitted as 
elerks on joining the association. 

Second—Clerks employéd in any public or privâtc establishment within 
Great Britdn, who subseribe to tbis fund not less than one guînea amiu- 
ally, or bave given a donation of not less than ten guiueas. 

4. Honorarg Members or Suhscribers .—That persons (not bciug clcrks) 
may be corne honcrary members, by a donation of not less than ten 
guineas, or au annual subscription of not less than one guinea, and be 
entitled to vote at élections for annuitants in proportion to tlie amonnt 
of their donations or subscripticns, according to Bule Ko. 31. 

5. Management ,—Tkat this branch of tbe association sball bc con- 
ducted by the same board of management as the benefît department. 

G. Treasurer .—Tkat John Àbcl Smith, Esq. M,P* is tkc treasurer. 
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and 3 by virtue of îiîs office, is sdso a member of tbe board of management. 
In tlie eveut of death or résignation, tîie office of treasurer to be fille d up 
by tbe board, 

7, Trustées .—That there slia.ll not be )ess than four trustées, and tbe 
funds of this association shall bc invested m tlic names of two or more 
of tbe trustées for the time being. Tbe présent trustées ave-*- 

Thomas Baring, Esq. 

Thomson Hankey, jnn. Esq. 

William George Prescott, Esq. 

Baron Lionel de Rothschild, M.P. 

And in case of death or résignation, vaeaneies to be filled up by the board, 
subjeet to the approval of tbe survivmg; trustées ■ the said trustées, by 
virtue of tlieir office, to be member s of tbe board of management. 

B. Audilors .—Tbat the following gentlemen be the auditors of tins 
"braneh of the association, viz.— 

John Beadnell, Esq. 

James William Gilbart, Esq. E.B.S. 

Sir John Pirie, Part, Aid. 

George Pollard, Esq. 

William Smee, Esq. 

any two being competent to aet, who shall audit the animal aecounts, to 
bc laid before the members at the annual general meeting, Vaeaneies to 
be filled up by the board. 

9. Offiœrs .—Tbat tbe board may appoint such oflicers fo this braneh 
of tbe association as may be deemed neccssary, witli power to remove 
them and to appoint otliers, and to Sx the amount of tbeir respective 
salaries or rémunération : the officers to give sucb sccurity as the board 
shall reqnire. 

10. Zkpenses .—Tbat ail expenses shall be equitably divided between 
the benefit départaient of tbis braneh of the association j and tbe propor¬ 
tion to be borne by eaeh shall be settled by tbe board, previously to 
making up the annual accouiit. 

11. Spécial Meeting of the Board of Management .—That a spécial 
meeting of the board may be convened on any emergeney by a réquisition 
to the ehairman, sïgned by five members tbereof ; tlie réquisition to State 
tbe object of such spécial meeting ; and the ehairman shall cali sucli meet¬ 
ing within one week of receiving the réquisition, 

12 . Annual General Meeting ,—That an annual general meeting of the 
members of this braneh of tlie association be held in Eebruary in eaeh 
year, on sucb day as tbe board may appoint, when tbe annual report of 
the stato of tlie tunds, together with the aecount of the receipts and 
expenditure of tbe past y car, sliall be laid before tbe meeting. In case 
of any questions being submitted to tbe decision of sucb meeting, the 
same to be deeided by a majority of votes. 
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13. Spécial Meeting ofMembert.—’iïxà a spécial meeting of members 
may be couvened by a réquisition to tbc chairman, signed by tbirty 
members at the lcast ; tlie réquisition to state tkc objeet of sucb spécial 
meeting ; and the ckairn.au shall call suck meeting within one montk of 
receiving tlie réquisition. 

14. Permanent Fund. —That the sum ûf 10,0GÜ£. 3 per cent, stock, 

now invested, or its équivalent, shall eonstitute tkc permanent fund of 
tkis branck of the association, and shall on no aceount ko reduecd below 
that amount. - 

That the board may apply the interest of the mvested iund, togethci 
with such proportion of the annual subscriptions as they may decm fit 
(after payaient of the expenses), to the objccts of tlie association. 

That the further increase of the permanent fund sliall be at the discré¬ 
tion of the board, except that the amount of ail bequests, togetker witli 
the proportion of the profits to hc received from the benefit departmenî 
every five ycars, shall be always added to the invested capital. 

15. Casualty Fmd.— That the board be empowered to apportion such 
part of the available income of this branch of the association as may be 
deemed expédient, as a casualty fnud, from which to grant temporary 

relief as hereaftcr mentioned. , , 

16 Relief. —That no member, lus widow, or family, bo ehgible ior 
permanent relief, until he bas belonged to the association for three years, 
unless by the sanction of the annual general meeting. 

17. Temporary Relief.— That temporary relief may be granted irom 
the casualty fund to distressed clerks, wlio are or hâve been members, 
tkeir widows, or familics—regard being had in ail cases to the nurnber 
in family, and the length of time the party may hâve been a member oi 
tlie association—as follows : 

Firat—By loans, on tlie seeurity of two rcsponsible pesons, or otlier 
sufficient security, of sums not exceeding 10/. at one time, without in¬ 
terest, or of sams above 10/. and not exceeding 25/. with mterest, to bc 
repaid by quarterly inslalments, within two years. 

Secondly—By gratuities of sums, not exceeding 10/. at one time, m 
cases of long and expensive illness, or other serions cakmity, togetlier 

wdth medical assistance, at the discrétion of tlie bcard. 

Thirdly_By weeklv allowances of sums not exceeding at the rate ot 

20 guincas per annum, nor for a longer period at any one time than six 

montha. , 

Eourtbly—By weekly allowances to orphau children of deceased mem¬ 
bers, under fourteen years of âge (botli parents being dcad), tlie amount 
t.o be fixed by tbe board according to the emergency of the case, but ui 
no instance to exceed 20 guineas to one famüy ; and such ahowance, or a 
proportion of it, to cease as tlie children respectively attara the age ot 

fourteen years* 
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Tliat should anj member of the bcnellt department, who was a cicrk 
at tbc tirnc of his cntrancc, and lias reguiarly paid lus premium for five 
years at tbe least, be irnable, from dlstrcss or othcrwisc, to continue bis 
payments, tbe board may bave tbc power, in their discrétion, to continue 
the payaient* of bis premmms from tbe casudty îxmà, by way of Joan to 
such members, upon such secuvity as tbc board may deem fit ; tbc policy 
being deposited witb tbe association, and any bonus deelared upon sucïi 
policy being first applied to the repayaient of tbe loau, 

1 b. Permanent Relief .—^hat permanent relief be granted by way of 
anmiity, to distressed clerks, who arc or hâve been niembers of this 
brandi of tbc association, and wbo from old âge, blindncss, or otlier k- 
firmities, are rendered incapable of obtaining their hving. 

That tbe annuitants sball bc eleetcd by ballot, as appoiuted by tbo 
subséquent rules, and the annuities be on the following scale, vis.— 

If been a member 3 to 10 years.£25 per annuim 

10 to 20 years .. 30 ti 

» „ 20 years and upwards. 35 , 3 

That annuities be granted to widows of members who are incapable of 
obtaiiung their living, on tbe following scalc, vi—- 

If husband been a member 3 to 10 years . £15 per annula. 

» 3 j 10 to 20 years .. 20 tI 

3 j 20 years and upwards. 25 

but sucb annuities to cease, should sucb widow marry again. 

T bat ail amiuitics be paid quarterly. 

That tbe board bave power to inereaso or decrease, proportionately 
tbe above seules o t annuities. acoording to tire amonnt of funds at tbeii 

disposai, and sucb increase or diminution to apply equally to ail amrailies 
alrcady granted* 

That should it corne to tbe knowledge of the board that any annuïtant 
bas been eleetcd by fraud, or bus assigued bis or ber annuity* or. finaîly 
that bis or ber means of living bas improved. so as not to require tbe 
aid of tbe association, the board sball bave the power to suspend tbe 
payment of sucb annuity, or to reduce tbe same as they may consider fit 
U. Apphcaüonsformief.- That applications for either temporary or 
permanent rehd, be maole acoording to such forma as the board may 
rcqmre ; and every applicant must be recommended by two respectable 
parties, who are acquainted witb tbe case; that applïcmits for annuities 
must send m their testimonial and other documents at least two montbs 
prewoua to tbc élection j and any wilful mïsrepresentation will invalidate 
the élection, oi such annuitant. 

That tbe board sball take iuto its considération the cases of tbe varions 
appheants, and, wliero praeticable, makc personal inqniries intotbe truth 
of heu- statements, and select suoh as, in their judgmeut, are eligible to 
bc balloted for, as weli as tbose deaerving of casuid relief. 
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20, Mlectiom .'—That the élection of ammitants shall tukc place onec 
a y car, or oftencr, at the discrétion of the board, and at such times as 

they may appoint, . . 

That notice sliall be giveu by public adyertisement or otkerwise, of the 
immber of ammitants to bc elected ; and balloting papers bc issued for 
that pnrpose, wltb a list of the candidates, . ^ 

21. Voting .—That ail members, defined by the first section oi the 
third raie, whose premiunis are duly paid, sliall bc entitled to one vote 
for each amiuitant to bc elected; and that ail members or gâtante» 
who bave given a donation of ten guineas, or a subscnpüon of one 
miinea, to tbis braneli, (payable annualf or bdf-yeariy,) bc entitled to 
one vote for each annnitant to be clected, and an additional vote for 
every additional donation of ten guineas, or animal subsenption of one 
guinea. Tliat ail subscriptions in arrears must be paid np before the 

party be entitled to vote, « , 

Tliat clerks, being members of tlie Benefit Department, as well as snb- 
scribers or donors to tbe Benevolent Ennd, be entitled to vote m respect, 

of both qualifications. . 

That members and snbscribers may givc ail then votes to any one 
candidate, or divide tliem as they please, aooording to tlie nimber to be 
eleoted ; tliey may vote by proxy, the polling paper being first signed 


3 -pliât in the event of an equality of votes for any two candidates, the 
diairman to give the casting vote ; and shonld any dispute anse as to the 
e le« t^nn of any candidate, a serütmy may be demauded on behalf ol su eh 
candidate, provided a réquisition, signed by six members or snbscribers 
at the least, be addressed to the ehairman, demanding sneh scrutray, and 

aereeing to pay the expenses of tho same. 

22. Alteration of itete.-Tbat noue of the foregouig raies bc altered, 
amended, or repealed, unless at a spécial meeting of tlie board of manage¬ 
ment, eonvened for tliat purpose, who, being so assemblcd, shall bave 
power to alter, araend, or repeal any of the raies, and substituée new 
ones in lien thereof; but such alterations, amendaient, or repeal of raies, 
or substitution of new ones, shall not take effect unless they bave reœived 
the sanction of the airnual general meeting, or of a spécial general mect- 


mg ; eonvened for tlie pnrposc. .. , „ m 

23. Situation, iteo# —That a bock shall be kept, to be calîed ' lhe situa¬ 
tion Book/ J in whicli tbe members who are out of employment may 
enter their naines, particulars of their former employment, and the nature 
of that which they are now seeking. This bock to be open for the gra¬ 
ciions iuspection of merchants, bunkers, and otbers requinng elerks 
2t Form qfBeque&t*—“ I give and bequeath unto lhe treasurer, for the 
time beino-, of the 1 Provident Clerks’ Mutual Benefit Association,’ m 
trust for the purposes of the Benevolent Fuud of tliat Association, the 
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sum of fi to be paid within —_ mont b s next after my 

decease, ont of such paît of my personal estate as may lawfully be 
bequeathed and appropriated to charitable purposes. 


XXII. — Si. Clément Dunes Savings* Bank Government 
Annuity Institution. 

Office ,1 è, Sériels Place , two doors front Garey Street, Lincoln*s ïnn } London . 

The followmg is the Government Table, and shows the sum required 
to be paid for an Immédiate Annuity of Twenty Poun&s, and in propor¬ 
tion for any sum not less than 47. nor exceeding 30 1, per annum :■— 



AGE. 


£ 

5. 

d . 


AGE. 


£ 

s. 

4. 

If la and nnder 10 

377 

15 

6 

H 48 and imder 49 

271 

0 

4 

16 

>3 

17 

374 

4 

1 

49 

JJ 

50 

265 

1 

4 

17 

ÏJ 

18 

370 

16 

7 

50 

JJ 

51 

259 

0 

4 

18 

33 

19 

367 

14 

6 

51 

Jî 

52 

252 

18 

11 

19 

» 

20 

364 

19 

11 

52 

IJ 

53 

247 

1 

8 

20 

SS 

21 

362 

12 

2 

53 

IJ 

54 

241 

5 

11 

21 

Si 

22 

360 

10 

5 

54 

JJ 

55 

235 

12 

7 

m 

SS 

23 

359 

0 

4 

55 

IJ 

56 

230 

1 

5 

23 

SS 

24 

357 

12 

6 

56 

JJ 

57 

224 

11 

8 

24 

33 

25 

356 

4 

7 

57 

JJ 

58 

2J9 

3 

8 

25 

SS 

26 

354 

15 

3 

58 

JJ 

59 

213 

15 

9 

26 

SS 

27 

353 

3 

0 

59 

JJ 

60 

208 

6 

2 

27 

Si 

28 

351 

1 

8 

60 

JJ 

61 

202 

14 

4 

28 

SS 

29 

348 

17 

1 

61 

JJ 

62 

196 

17 

5 

29 

Si 

30 

346 

9 

5 

62 

” 

63 

190 

14 

11 

30 

SS 

31 

343 

18 

10 

63 


64 

184 

8 

0 

31 

SS 

32 

341 

5 

5 

64 

JJ 

65 

178 

1 

0 

32 

SS 

33 

338 

9 

5 

65 

JJ 

66 

171 

14 

2 

33 

)t 

34 

335 

9 

11 

66 

II 

67 

165 

7 

5 

34 

SS 

35 

332 

6 

9 

67 

II 

68 

159 

9 

1 

35 


36 

328 

19 

11 

68 

JJ 

69 

153 

12 

0 

36 

SS 

37 i 

325 

9 

11 

69 

II 

70 

147 

16 

2 

37 

Ss 

38 

321 

17 

7 

70 

JJ 

71 

142 

2 

6 

38 

SS 

39 

318 

2 

11 

71 


72 

136 

11 

9 

39 

SS 

40 

314 

6 

7 

72 

II 

73 

131 

3 

7 

40 

JJ 

41 

310 

7 

9 

73 

JJ 

74 

125 

14 

8 

41. 

3J 

42 

306 

5 

10 

74 


75 

120 

1 

5 

42 

SS 

43 

301 

18 

6 

75 


76 

114 

4 

7 

43 

SS 

44 

297 

7 

10 

76 


77 

108 

4 

3 

44 

SS 

45 

292 

12 

6 

77 


78 

101 

7 

5 

45 

SS 

46 

287 

12 

6 

78 

SS 

79 

94 

11 

10 

46 

a 

47 

282 

7 

10 

79 


80 

88 

1 

10 

47 

Si 

48 ; 

276 

16 

0 

| 80 or 

any greater âge 

81 

14 

10 


D U 
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XXIII .—Comparative View of the Expectation of Life 
according to the different Tables of Mortality. 


Age. 

Northamptoai. 

Carlislc. 

Government A»mutants. 

Male, 

Female. 

0 

25.18 

38.72 

50.16 

55,51 

] 

32,74 

44.68 

50.13 

55.59 

5 

40.84 

51.25 

48.93 

54,23 

10 

39.78 

48.82 

45.57 

51,05 

15 

36.51 

45*00 

41*76 

47.19 

£0 

33.43 

41,46 

38.39 

43,99 

25 

30.85 

37,86 

35.90 

40.81 

30 

28.27 

84.34 

33.17 

37.57 

31 

27,76 

33.68 

32.59 

36.91 

32 

27.24 

33.03 

32,00 

36.26 

33 

26.72 

32,36 

31.40 

35.61 

34 

26,20 

31,68 

30.79 

34,96 

35 

25,68 

31,00 

30.17 

34,31 

36 

25*16 

30.32 

29.54 

33*68 

37 

24.64 

29.64 

28,91 

33.04 

33 

24 J 2 

28.96 

28.28 

32.40 

39 

23,60 

28.28 

27,65 

31,76 

40 

23.08 

27.61 

27.02 

31.12 

41 

22.56 

26.97 

26,39 

30,46 

42 

22.04 

26.34 

25.74 

29.81 

43 

31,54 

25.71 

25.08 

29*14 

44 

21.03 

25.09 

24.42 

28.48 

45 

20*52 

24.46 

23.75 

27.81 

50 

17.99 

21.11 

20*30 

24.35 

55 

15.58 

17.68 

17,15 

20,79 

60 

13.21 

14.34 

14.39 

17,32 

65 

10.88 

11.79 

11*63 

14.00 

70 

8.60 

9,18 

9.22 

10,99 

75 

6.54 

7.01 

7.12 

8,46 

30 

4.75 

5.51 

4.94 

6,50 

85 

3.37 

4.12 

3,12 

4,84 

90 

2.41 

3.28 

1*95 

2.83 

95 

0.75 

3.53 

1.18 

1.55 

100 


2.28 


0,50 


END OF VOL. I- 

































































































































































































































































































U’formaiices ; but j| 
,‘pendage of a sepa 
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ined by the stan 
hich tlicy proceed, 
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Pjjinciple of unity if 
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P ' character. In 1 
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É less distinguishcl 
,3 whole, charaefj 
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